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THE LAY OF THE UNDERWRITER. 























There she goes 

Down River! : 
Gosh! But, it’s a pretty sight. 
First steamboat 

Down River. 
Well, she’s got a lovely nu ght 
To deliver 

That cotton. 

I hope she stands the test, 
For I'vebound tenthousand dollars 
On her cargo. 
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Her whistle's 

A tootin. 

It sure does sound realwell. 

Her engines 

Keep olny. 

But still you sure cant tell 

If she'll get 

There to-morrow. 

Dox-gone, why did Lrisk 

The Compeny's hard earned mone 
On that cargo? : 
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Now I Lay me down to sleep- 


Iwish 1 hadn't done it. 
Here's where 1 Lose my happy job. 


lwish 1 hadn't done it. 
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American Marine Insurance Syndicates 





Making Good Headway and Building Up Strong Organization; Summary of Work to 


Date; Plans for Expansion 




















Syndicate A 


The three American Marine Insur- 
ance Syndicates, A, B and C, which are 
linking American shipping and com- 
merce with American insurance, are 
jot only functioning satisfactorily to 
subscribers but are a success in every 
way. Syndicate A is a survey and in- 
spection proposition, which has already 
made more than 250 surveys; while 
Syndicates B and C are underwriting 
agreements which have to date written 
many millions of insurance. 

There was a great deal_that is typi- 
cally American in the manner in which 
these syndicates came into being. A 
clever Englishman once said that an 
American contracting concern can erect 
building quicker than a British firm 
once it gets started, but sometimes it 
takes a long time to start. Pienty of 
comp aint had been reaching the ears 
of Congressmen that the American 
merchant marine couldn’t get any- 
where without the help of American 
insurance; that American insurance 
was handicapped in all sorts of ways; 
and that a helping hand was needed to 
overcome the many advantages which 
British companies had not only from 
the British government, but from the 
British world of finance, commerce and 
shipping, to say nothing of lots of co- 
operation among the companies them- 
selves. In this country there wasn’t 
much co-operation; there was little 
Government help; there were taxation 
burdens and state insurance depart- 
ment regulations as well as stato stat- 
utes which tied a ball and chain around 
the legs of the American companies. 

Syndicates Are Born 

Finally, a sub-committee of the Con- 
gressional Committee on Merchant Ma- 
rine & Fisheries of the House,and the 
United States Shipping Board officials 
began to compare notes; numerous 
hearings were held; American com- 
pany officials were asked to explain 
their troubles and to outline how they 
could be assisted; and it was finally 
arranged to have some conferences at 
a Fifth Avenue Club where definite 
plans could be agreed upon. The situa- 
tion was complicated by the fact that 
various large and aggressive fire com- 
panies had decided to enter the marine 
insurance game wholeheartedly; that 
some American underwriters had ex- 
tensive treaty arrangements with Brit- 
ish offices; that a number of new com- 
panies had been formed, some with in- 
experienced underwriters; and that a 
few of the more conservative under- 
writers who had spent their lives in 
the marine insurance business were 
not keenly anxious at first to team up 
with others who had less experience. 
Eventually, after several meetings, 
good judgment prevailéd and out of the 
conferences came the syndicate plan 
which was not only approved by the 
underwriters, but by the Congressional 
committee and the shipping board as 
well. 

And, thus the syndicates came into 
being. Characteristic of America, 
when once the talk had evaporated 
and it was decided to act little time 
was wasted and the syndicates were 
8002 ready to get under way. 

Experience of Manager of Syndicate A 

Syndicate A started with a subscrip- 
tion of nearly fifty companies, and the 

ing is the board of managers that 
was chosen: 


Benjamin Rush, Insurance Company 





of North America, chairman; Walter 
W. Parsons, Atlantic Mutual, vice-chair- 
man; Gomer H. Rees, Continental, sec- 
retary; Hendon Chubb, Sea; Samuel 
Bird, Jr., Aetna; E. C. Jameson, Globe 
& Rutgers; Douglas F. Cox, London & 
Scottish; William R. Hedge, Boston; 
and Louis F. Burke, Home. 


The Board of Managers selected 
Charles R. Page as manager of Syndi- 
cate A and Lawrence J. Brengle as 
chief underwriter, both remarkably 
able men for the positions. 


Mr. Page, a Yale man who was born 





in California, had fifteen years experi- 
ence with the Firemen’s Fund of San 
Francisco, largely devoted to handling 
of its marine losses, and while with 
that Company traveled extensive-y both 
in North and South America in con- 
nection with its business. In Septem- 
ber, 1917, he was appointed a mem- 
ber of the United States Shipping 
Board by President Wilson and served 
until May, 1919. He resigned to be- 
come treasurer of the Atlantic, Gulf & 
West Indies S.S. Co., later being trans- 
ferred by it to the vice-presidency of 
two of its subsidiaries, the Clyde and 
Mallory steamship companies where he 
became executive officer in charge of 
their fleet and terminals. In July, 1920, 
he became manager of Syndicate A. 


It will be seen that Mr. Page’s experi- 
ence has brought him into touch with 
many of the problems which are similar 
to those with which he is now dealing. 

Mr. Brengle’s Experience 

Mr. Brengle, a native of Philade!phia, 
first entered the insurance business in 
1898 in the Philadelphia office of John- 
son & Higgins. While with that con- 
cern he was stationed at both San Fran- 
cisco and Seattle where, of course, he 
gained a first-hand acquaintance of 
shipping conditions on the Pacific and 
also enjoyed a wide acquaintance with 
Pacific Coast shipping men and under- 
writers. .Returning to Philadelphia in 
1905 he was transferred to New York, 
where he served in both the adjusting 
and brokerage office of the Insurance 
Company of North America, of which 
Platt, Fuller & Co. are managers, leav- 
ing that office to become the underwrit- 
er for the syndicates. 

The office of treasurer of the Syndi- 
cates is filled by W. N. Soleau, who 
was formerly disbursing officer of the 
United States Shipping Board and Con- 
troller of the United States Shipping 


Board Emergency Fleet Corporation, 
and has had a long experience in ac- 
counting divisions of the various de- 
partments in Washington. 


Gomer H. Rees, secretary pro tem, is 
a young man who has made a remark- 
able success in marine insurance in a 
very few years. Until recently he was 
a practicing lawyer in New York. He 
became counsel for the Continental 
when David Rumsey resigned. Recent- 
ly he was elected secretary of the Con- 
tinental. . 

The Syndicate A Organization 

Up to the present time the Syndicate 
A has been engaged largely in perfect- 
ing its organization. This calls for a 
very careful selection of men because, 
as al marine underwriters appreciate, 
an unusual combination of qualities is 
necessary for the right type of sur- 
veyor. These qualities include charac- 
ter, integrity, skill born of experience, 
atid more or less previous active con- 
nection with ship building or ship re- 
pair work in order to gauge costs. 

Already Syndicate A has opened head- 
quarters in a number of districts cover- 
ing the country. 


At New York are the headquarters 
of the North Atlantic District, with 
jurisdiction from Eastport, Me., to the 
Delaware River inclusive. The person- 
nel of the New ¥ork office is as follows: 

Chief Surveyor, W. C. Foley, former- 
ly naval architect at the Newport News 
Shipbui-ding Drydock Company; con- 
-structor for the Lake Torpedo Boat 
Company, vice-president and general 
manager of the California Shipbuilding 
Company. 

The surveyors, all well-known to the 
shipping fraternity, located at the New 
York offices, follow: J. E. Tull, former- 
ly assistant superintendent of the Old 
Dominion Steamship Company; super- 
intendent of hull construction, division 
of machinery, installation and outfit, 
American International Shipbuilding 
Corporation at Hog Island. 

J. A. Wilson, formerly chief marine 
engineer for the International Naviga- 
tion Co.; travelling engineer for the 
Babcock & Wilcox Co. and later Gen- 
eral Superintendent of Outfitting, Amer- 
ican International Shipbuilding Corpora- 
tion at Hog Island. 

George S. Bull, formerly chief officer 
of the Great Northern Pacific Steamship 
Company, S.S. “Great Northern.” Later 
associated with the Division of con- 
struction and repair of the United 
States Shipping Board. 

John C. Braislin, formerly ship sup- 
erintendent for the Morse Dry Dock 
and Repair Company. 

William H. Stratton, formerly naval 
constructor of navy minesweepers and 
tugs building at the Staten Island Ship- 
building Co., later New York represen- 
tative for Ira S. Bushey & Sons, Brook- 
lyn. 

District Offices 

The headquarters of the Middle At- 
lantic District are located in Baltimore, 
the office having supervision over Bal- 
timore, Norfolk and Newport News. 
The resident surveyor in charge of this 
office is John C. Mitchell, formerly 
junior surveyor of the American Bu- 
reau of Shipping. 

The headquarters of the South At- 
lantic District are located at Jackson- 
ville, Fla. Walter Mucklow has been 
appointed resident agent. The Jack- 
sonville office will exercise supervision 
over the ports of Charleston, Savannah, 
Brunswick, Jacksonville, Tampa, Key 


West and Pensacola. Mr. Mucklow was 
resident representative at Jacksonville 
of American underwriters and as agents 
will supervise the employment of inde- 
rendent resident surveyors. 

The headquarters of the Hast Gulf 
district are located in New Orleans, 


and will have supervision of Mo- 
bile and the Gulf Port as well 
as New Orleans. The resident sur- 
veyor is W. N. Howell, formerly 


chief engineer of the Lake Torpedo 
Boat Company, in charge of designing 
end experimental work; also naval ar- 
chitect of the division of construction 
and repairs of the United States Ship- 
ping Board at New Orleans. 

The headquarters of the West Gulf 
district are located in Galveston, and 
have supervision over that place, 
Orange, Beaumont and Houston. The 
resident surveyor is J. E. Hoover, 
formerly United States local inspector 
of hulls and boilers at Manila and more 
recently local manager of the division 
of construction and repairs of the 
United States Shipping Board at Jack- 
sonville. 

J.€. Meseroll has been put in charge 
of a Philadelphia office which was op- 
ened this month. He was formerly 
superintending engineer of the United 
States Army Transport Service at 
Philadelphia. 

Plans For Future 

Syndicate A has in contemplation 
the early establishment of an office in 
Boston and an office in Norfolk, to- 
gether with offices at San Francisco 
and Puget Sound. 

The organization in the United States 
will be completed first, after which 
the Syndicate will turn to the United 
Kingdom and plant an agency there 
in charge of an exclusive represent- 
ative who will have supervision over 
both the United Kingdom and Euro- 
pean ports, appointing suitable sub-ag- 
ents at various ports. After that the 
Syndicate will probably turn to South 
America arranging to have a resident 
representative in Buenos Aires,. who 
will handle the East Coast of South 
America and the lower part of the 
West Coast of South America. 


Later an agency in the Far East 
will be appointed, probably at Hong 
Kong, in charge of an exclusive Syndi- 
cate representative who will supervise 
the Syndicate’s affairs for that part of 
the world. At the present time the 
Syndicate has under discussion with 
the American Bureau of Shipping—the 
great American classification society 
which does a work similar to Lloyds 
Register—the establishment of a joint 
agency in Havana, 


Syndicate A really began operations 
in November. The first job was the 
survey of the “City of Atlanta” which 
was insured in the Syndicates. She 
had been in collision with and had 
sunk the Steamer “Cape Fear,” a con- 
crete boat, and owned by the United 
States Shipping Board. 


Sample Survey 


A sample of a survey of the American 
Marine Insurance Syndicates follows: 


S.S. “El Alba” 


At the request of the United States 
Shipping Board W. C. Foley held 
survey on the S.S. “El Alba” of the 
Southern Pacific Company, 4614 gross 
tens, then lying at Pier 51, North Riv- 
er, New York, to ascertain damage said 
to have been caused by being run into 
by the S.S. “Federal” in Galveston on 
November 21, 1920. 
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Present: R. M. Litchfield, First Offi- 
cer, “El Alba.” 

The following is extract from Log 
Book: 

“November 2ist, 1920, 12:22 P. M. 
S.S. ‘Federal’ of United States Ship- 





W. C. FOLEY 


ping Board while entering slip to dock 
at grain elevator (under her own pow- 
er) fouled our starboard bow, carrying 
away anchor and chain, iron and wood 
rail, denting one plate, bending Buffalo 
rail and top moulding, parting fish 
fall, smashing wood deck. Anchor and 
chain recovered and in tact. S.S. ‘Fed- 
eral’ cleared with assistance of two 
tugs.” 

Survey was held after the accident 
at Port of Galveston by Mr. Chiltern, 
American Bureau of Shipping Surveyor. 

On December 2, 1920, the head sur- 
veyor went aboard this vessel and 

Found 

1. Dent in sheer strake on starboard 
bow about 18 in. long x 1 in. deep. 

2. Half round moulding at top of 
sheer strake slightly bent. 

3. Buffalo plate and moulding slight- 
ly bent. 

4. Starboard rail 10 ft. back from 
stem carried away for about 30 ft. Four 
fixed rail stanchions broken, and three 
stanchions for portable piece of rail 
troken. Pipe rails in way of wooden 
rail also broken. 

5. Strap for anchor lashing broken. 

6. Pin in anchor shackle broken. 

7. 12 in, bitt on foc’sle deck broken. 

8. Wooden deck scarred in several 
spots and about 15 seams of planking 
sprung. 

9. Glass in port light cracked. 

10. 4 in. Manila Fish fall for star- 
board anchor parted. 

Recommend 


1. Fair in place. 

2. Fair in place. 

3. Fair in place. 

4. New wooden rail; portable piece 
of rail in way of anchor to be renewed 
with brass sockets at each end; stanch- 
ions and rails in way of same to be 
renewed. 

5. To be renewed. 

6. To be renewed. 

7. To be renewed. 

8. Wooden deck planed where scarred 
and if necessary a new plank. Seams 
where sprung to be recaulked. 

9. To be renewed. 

10. Renew 4 in. four strand Manila 
rope, 65 fathoms long. 

Note: All work necessary for re- 


moval to make repairs to be replaced - 


as before, and all replaced or new work 
to be painted. 

The functions of the three syndicates 
as given out officially by the American 
Marine Insurance Syndicates follows: 

“Syndicate A: To provide, at cost 


to the government, an expert survey 
service to make periodic examina- 
tions of Shipping Board vessels to en- 
sure their proper maintenance and up- 
keep by the operators or purchasers, 
to advise as to loss matters and sal- 
yage operations in respect to damaged 
vessels and those in distress, through- 
out the world. 

“Syndicate B: To provide a ready 
market of marine insurance in the 
United States for such steel steamers 
as the Shipping Board may sell, up to 
the sum of $2,000,000 upon a single 
hull. By this means the sale of these 
vessels to private parties will be facili- 
tated because every buyer wi!l know 
in-advance that he is certainly able to 
obtain the requisite marine insurance 
on his purchases in American compa- 
nies. 

“Syndicate C: To provide an open 
marine insurance market for the in- 
surance of approved American ocean- 
going steel hulls owned by private per- 
sons or corporations, at equitable rates. 
This Syndicate has an underwriting 
capacity of not less than $2,500,000 upon 
a single hull. 

“Cargo insurance is not included in 
Syndicates B or C. Syndicate A does 
not perform the work of a classification 
society.” 


Syndicates B & C 


Six months ago Syndicates B and C, 
representing the underwriting branches 
of the American Marine Insurance Syn- 
dicates, were launched. For several 
months prior to August, 1920, groups 
of leading fire and marine companies 
and agency officials, congressmen, Ship- 
ping Board representatives, admira.ty 
lawyers and others had met constantly 
to discuss the prescribing of an Amer- 
ican hull agreement or association that 
would weather the test of time and 
changing conditions. Former experi- 
ments along similar lines had failed, 
in the end. Their success, if they may be 
spoken of as all successful, was short 
lived. Foreign competition or that 
from domestic companies outside the 
agreements brought dissatisfaction and 
once one or more prominent compa- 
nies either resigned from the associa- 
tion or flagrantly violated its terms the 
whole strueture would collapse. Con- 
tinual performances of this nature were 
father to the general belief that Amer- 
ican hull underwriters were permanent- 
ly disorganized, so it was with a cer- 
tain feeling of well founded scepticism 
that insurance interests beheld syndi- 
cates B and C enter the hull under- 
writing field midst a blare of trumpets 
from Washington. 

With half a year gone by, marine in- 
surance men here and abroad are ask- 
ing themselves this question: “Have 
the syndicates made good?” Syndi- 
cate A will take many more months to 
grow to its point of highest efficiency, 
but six months are ample to decide 
whether the underwriting syndicates 
are forging ahead or awaiting the cor- 
oper to pronounce them dead. And 
their ultimate fate is no longer in 
doubt; they have fortunately succeed- 
ed in withstanding the severe trials 
that beset any new undertaking and 
their permanency as strong underwrit- 
ing factors in the world’s marine hull 
markets is taken for granted both in this 
country and in Europe where companies 
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covering large American fleets natur- 
ally are unsympathetic with the syndi- 
cate movement. The nomenclature of 
the syndicates may be changed, but a 
united organization of domestic com- 
panies together with admitted foreign 
companies is here to stay, if we may 
believe those whose views are regard- 
ed most authoritatively. 

To anyone seeking proof of the syn- 
dicates’ success, there is ample evi- 
dence at his disposal. View, offhand, 
the physical activity in the underwrit- 
ing offices on the twelfth floor of the 
Kerr Bui'ding, 44 Beaver Street. Last 
Fall there were barely half a dozen 
desks in use. Today every foot of 
available space is occupied and as soon 
as possible, the extension facing on 
South William Street will be taken 
over. Brokers may be seen going in 
and out constantly during underwriting 
hours and none of the private compa- 
nies or agency offices in the district 
appears busier. 

Percentage of Risks Taken 

Of the hull business coming into the 
market as old policies expire or new 
vessels are constructed, Syndicate C is. 
receiving from 50 to 60 per cent of the 
offerings, according to statements by 
the underwriters. One unacquainted 
with the local hull market history 
might not become over-enthusiastic at 
this proportion, but when he considers 
that foreign companies have written 
probably more than 75 per cent of 
American hull risks for the last few 
years, that total is large. Every policy 
on a vessel built more than a year ago 
by a private concern must be takon 
from some other company which had 
written the protection for the year just 
closed. This brings Syndicate C con- 
tinually into competition with the for- 
eign hull markets and its struggle for 
business cannot be based altogether 
upon the appeals to American patriot- 
ism to support American interests. 
Conditions in the mercanti’e marine 
business today are not so optimistic 
that ship owners can afford to overlook 
slight differences in hull rate quota- 
tions and other things generally being 
equal, the lowest bids, whether they 
come from American companies or for- 
eign underwriters, plus good service, 
will determine where the coverage goes. 

Following is a list of some of the 
larger fleets insured in part or in ful! 
by Syndicate C: Ocean Steamship Co.; 
Sun Oil Co.; Ore Steamship Corp.; 
Polish-American Navigation Co.; South- 
ern-Pacific Steamship Co.; Green Star 
Steamship Corp.; Union Sulphur Co.; 
Garland Steamship Corp.; Merchant & 
Miners Transportation Co.; Atlantic 


_ Refining Co.; Florida East Coast Rail- 


way; Pierce Navigation Co.; Cuba Dis- 
tilling Co.; Pan-American Transporta- 
tion & Petroleum Co.; Atlantic, Gulf & 
Pacific Steamship Co.; William Steam- 
ship Co.; Oriental Navigation Co.; 
American & Cuban Steamship Co.; For- 
eign Transport & Mercantile Co.; 
American Fue] Oil & Transportation 
Co.; Pocahontas Fuel Co. 

In addition there is on the books a 
leng list of smaller fleets and single 
vessels too numerous to chronicle here. 


Rates Are Not Exorbitant 
The initial rates of premium without 
discount or refund but subject to a 
brokerage not exceeding five per cent 
under regulations prescribed by the 
Syndicate board of managers as pub- 


* lished last July are given herewith. 
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These rates are basic and may 
increased to offset special hazard; 
The condition of the vessels constity. 
ing a fleet, thei types of cargo carried 
the trade routes used, seasons of heay. 
iest shipments and other factors help 
determine the amouat of any surcharge 
added to the initial rate. 

Before the aforementioned schedy) 
was completed, the “best minds” of the 
marine underwriting market discusse 
rates and conditions time and again, 
and the premiums given above were es 
tablished by men who have devoted 
their lives to the marine underwriting 
game. The rates are founded upon 
the experience of years of hull under. 
writing and are as low as feasible with. 
out violating the fundamental princi. 
ples of sound and careful underwriting, 
It is yet too soon to determine a pos. 
sible margin of profit, or perhaps logs, 
but whatever the results, these rates 
were not formulated with tle intention 
of yielding an excessively handsome 
net income to companies subscribizg 
to either Syndicate B or C 

Not the establishment of a monopo 
listic combination of marine offices, but 
rather the resuscitation of the Amer. 
ican hull market to render ample pro 
tection to American ship owners was 
the ideal inspiring the syndicates. 
Therefore, to fulfill their original pw. 
foses and to assure their own per 
manency, the syndicates had to form: 
late rates sufficiently low and granting 
conditions liberal enough to attract the 
business of carriers having their ves 
sels now insured with outside com 
panies. 

Brokers Patronize Syndicates Freely 

Brokers may be expected to comp ain 
of and avoid those offices where the 
premium charges are exorbitantly high. 
Hach has to seek the lowest rates ob- 
tainable among companies oi first class 
repute or incur the danger of a rival 
securing his account. Sifice the start 
of Syndicate C, brokers in general have 
left Mr. Brengle and Mr. Harwood, his 
assistant, satisfied that they have ret 
dered full, 100 per cent service to their 
clients. Cheap insurance is not always 
the best and any increase demanded 
by the syndicates over quotations of 
fered in foreign markets may be offset 
by the certain knowledge that the as 
sured is guaranteed fair and prompt 
settlements when a loss is incurred. 
That absolute freedom from worry is 
worth much more to an assured and 
his broker than the amount saved by 
p'acing the risk outside the country. 

In accordance with a ruling handed 
down by the syndicate managers, 00 
domestic or admitted foreign comp 

(Continued on page 20) 
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Some Marine Insurance Observations by the Former Man- 
ager of a Great Bank’s Insurance and Legal Department 


By Wm, G. Marvin, former head of the Legal and Insurance Departments, National City 
Bank, and member of the New York and California Bars 
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I know of no subject so vitally inter- 
linked. with business, which is so ne- 
glected by the manufacturer, distribu- 
tor, retailer and banker, as is marine 


insurance. 

During my service with the National 
City Bank of New York a great many 
incidents happened which bore witness 
to the distressing ignorance of business 
men and bankers on this most import- 
ant topic. These observations have led 
me to wonder as to the total lack of 
co-operation between the larger and 
more responsible marine insurance un- 
derwriters, and particularly at their 
seeming lack of realization of the prac- 
tical utility and value of an intelligent 
educational campaign, properly direct- 
ed, among manufacturers, business men 
and bankers. 

A Common Delusion 

Not long ago a certain large manu- 
facturer in I"linois wrote asking the 
bank to insure a shipment of goods go- 
ing forward to Genoa, and which were 
collateral to a draft for collection upon 
a Genoa consignee. He stated in his 
letter—‘Do not insure these goods on 
the trip over, but only for the time they 
are at risk on the Genoa docks or in 
warehouse there.” He went on to ex- 
plain that he “didn’t care to pay for 
marine insurance” as that “only covered 
while on the ship.” “For four years I 
have been shipping to foreign coun- 
tries,” he wrote, “and never have col- 
lected any loss under marine insurance. 
Any losses which I have suffered Have 
been either before the goods were safe- 
ly loaded on the ship, or after they ar- 
rived on the other side. I have sold 
the goods for cash on delivery at Gen- 
oa, less discount. Now,” he con- 
tinued, “suppose part of the stuff were 
to burn while it was on the dock and 
before the rest was unloaded,—then the 


‘consignee would not take the balance 


of the goods and I could not collect the 
loss from the marine insurance under- 
writer, because the goods were not on 
the ship at the time of the loss. Then, 
if all of the goods were unloaded on 
the dock, and in the hour or two in- 
terim before payment, they were to 
burn up, before any other insurance 
was placed on them, I could not collect 
—but would have to bear the whole 
loss.” 

I saw immediately the delusion under 
which this manufacturer was suffering, 
and explained to him, that under the 
average marine policy the goods would 
be covered for at least ten days after 
discharge, unless sooner removed to 
warehouse, depot, or storage place, He 
seemed quite surprised at this “revela- 
tion” and wrote me a letter stating that 
if he had known this several years 
earlier he might have had _ greater 
peace of mind, not to mention several 
good insurance claims. He also stated 
that two shipments immediately pre- 
ceding the one in question had been 
scnt without marine cover. 

A Case In Point 

Here is about the clearest case that 
ever came to my attention of a loss 
of business to the marine underwriters 
due to a lack of education on the part 
of the prospective purchaser concern- 
ing the coverage of a marine policy. 

During the rush of currency to Cuba 
immediately after the moratorium an- 
nouncement in October, a certain bank- 





ing house wrote me to place the insur- 
ance on a large shipment of currency 
to Havana via Jacksonville and Key 
West, by registered mail. In their let- 
ter of instructions they named a cer- 
tain underwriter with whom they de- 
sired the business to be placed, and, 
they continued, “he yesterday gave our 
agent a quotation of five cents per 
$100.” When I went into the market 
with this shipment, it was full. Earlier 
in the day I had placed Three Million 
currency, and several other banks 
had made large p!acements. In spite 
of the fact that the line of the par- 
ticular underwriter whom they named 
was full, he took $150,000 of the ship- 
ment at 7% cents, and I was forced to 
“shop” in the market for the balance, 
paying an average price of eight cents 
for the entire lot, although the nominal 
market was around fifteen cents, 

With that ingratitude which is born 
of ignorance of the true conditions, this 
bank wrote after receiving my letter 
confirming the placement: “We cannot 
understand why you did not place all 
of this insurance with the underwriter 
we named, and at the five cent rate. 
It he cannot handle $500,000 in-.cur- 
rency, he cannot be the first-class un- 
derwriter that we thought he was. You 
state that his ‘line’ was filled, and that 
the higher rate was due to the market 
for re-insurance. In our opinion, the 
mere fact that he has given another 
party a large amount of insurance 
should not interfere with giving us a 
larger amount also, as the risks are 
separate and distinct and not cumula- 
tive.” 

At the time, this last sentence ap- 
pealed to me as such a gem of pervert- 
ed reasoning that it was hardly worth 
answering, but I finally did succeed in 
explaining to the writer the error of 
his conceptions by putting to him this 
marine insurance exemplification of the 
old mathematical adage about two and 
two making four: “Suppose said under- 
writer insures $1,000,000 for you on 
October 11th leaving New York; $1,- 
000,000 for me on October 12th leaving 
the Federal Reserve Bank at Atlanta; 
and $1,000,000 for the Bank leaving on 
October 12th from Jacksonville, and 
suppose that all three shipments, as is 
wholly probable, leave Key West for 
Havana on the same boat, and then, 
suppose said boat sinks en voyage, and 
the currency is a total loss—how much 
will the said underwriter be under legal 
liability and obligation to pay? $3,- 
000,000; CORRECT. Now suppose said 
underwriter’s line, including available 
re-insurance facilities is $2,000,000. 

Question: What would you do if you 
were the said underwriter? 

Answer: Never have written that 
much in the first place. Correct again; 
go to the head of the class.” 

The only reply I got to this dialogue 
was a meek “Thanks for your letter, 
I understand better how they work that 
insurance gag now. Yours very truly, 
etc.” 

Why Education Is Needed 


Here again was a ripe victim for an 
educational program. , I spent much time 
while I was in the banking business in 
attempting to educate both large and 
small manufacturers and shippers as 
to the real:function of marine insur- 
ance, the necessity for correct and care- 
ful packing and crating, and as to the 
desirability of c'osely following their 
goods in order to see that they were 
not at risk owing to lapses between 
the time the marine insurance expired 


and fire insurance attached and vice 
versa. 

Owing to the breadth of insurance fa- 
cilities in this country during the war 
and for the. year after the armistice, 
shippers, particularly inexperienced 
cnes, showed little interest in the com- 
panies in which they covered thei 
risks, and many companies, including 
certain “shaky” foreign companies, 
flourished owing to the carelessness of 
bankers in examining the insurance col- 
lateral to the drafts discounted or 
drawn against export or import com- 
mercial credits, and owing to:the dis- 
regard of the shippers. The acceptance 
of the certificate or policy of some of 
these companies was, as far as the 
banks were concerned, equivalent to 
the granting of contingent deferred 
credits to the company. The average 
banker has been almost as -siow in 
awakening ‘to this fact as the average 
shipper has been in realizing the supe- 
rior value of obtaining reliable insur- 
ance from reliable companies through 
reliable brokers. 

Many of the marine policies and cer- 
tificates which I was forced to decline 
as acceptable collateral were policies 
and certificates taken out by the ship- 
pers, largely through forwarding agents, 
in Southern European and Baltic com- 
panies. 

In a few cases I found that the cer- 
tificate attached to the drafts had 
been taken out in certain French, 
Italian, and South American companies 
which were unacceptable to us. Upon 
inquiry from the shipper I usua'ly 
found that their South American cus- 
tomers, in particular, were insistent 
that they themselves do the insuring, 
not only because of their belief that 
they coutd collect their claims more 


quickly, than if they would have to send. 


the policies back to the United States, 
but also because of the fact that they 
would be serving as brokers on their 
own business and would get a commis- 
sion of 10 per cent or 15 per cent from 
such companies. In most of these cases 
I found that the American shipper did 
not realize the real value to him of hav- 


ing insurance which had been carefully 


chosen. His doctrine was that of “any 
o’d insurance at all, as long as it- is 
insurance.” Certainly the average busi- 
ness man would not be guilty of such 
a lack of discrimination if he were buy- 
ing himself an automobile, or a house, 
or a suit of clothes. Education in the 
fundamentals of marine insurance 
would give to the business man and 
banker a better sense of discrimination 
regarding insurance values and insur- 
ance companies would find that such 
an educational program would greatly 
react to their advantage. 


. Shippers Ignorant of Fundamentals 


The widespread ignorance on the 
part of the business man of even the 
rudiments of marine insurance was em- 
phasized by my experience as Marine 
Insurance Adviser at the Seventh Na- 
tional Foreign Convention in San Fran- 
cisco last Spring. I kept a diary of 
some of the questions asked of me and 
a casual glance at it gives a fair indica- 
tion of the kind of questions asked. 
They were such as: 

“What is the difference between par- 
ticular average and partial loss? What 
is general ‘average? After a general 
average loss, why does the Master of 
the ship require the consignee in a 
foreign port to sign a general average 
bond? What do you mean by 5 per 
cent F. P. A. clause? When has the 


assured the right of abandonment? [Is 
there any obligation on the part of the 
assured to obtain a release of his ves. 
sel or cargo before he abandons it as 
a total loss? What liberties are a]. 
lowed to the assured in the way of de. 
viation? How should the assured pres- 
ent proof of loss and what should be 
contained therein? What do you mean 
by Master’s Protest?” 

Then, too, there is a common miscon- 
ception of the value of American mar- 
ine insurance because of the fact that 
business men and shippers do not know 
that available American marine insur- 
ance companies have agents in the for- 
eign lands to which they are shipping 
goods. Such a program of education 
should be attempted by marine under- 
writers, who should, among other 
things, let the shipper know that the 
leading American insurance companies 
have agents in the world’s principal 
ports, and that their representatives in 
these ports can deal directly with the 
consignee and make an equitable set- 
tlement with him in case of loss. . The 
shipper should further know that bank- 
ing facilities are provided there so that 
the consignee can get his money. 

Not long ago a certain concern in 
Guadeloupe, British West Indies, wrote 
to the bank complaining because they 
had to deal at such a long distance with 
the insurance underwriter on the poli- 
cies which were co!lateral to a water 
damaged shipment. Upon investigation 
I discovered that the American ship- 
per of the goods had notified this firm 
in Guadeloupe that they would have 
to proceed by mail with the American 
insurance company and further notified 
them that “all marine insurance poli- 
cies covered pilferage and that they 
should put in a claim for any pilferage 
under the marine policies.” I do not 
know whether this particular case il- 
lustrates the ignorance of the shipper, 
or whether an element of deceit entered 
into this matter; particularly in view 
of the fact that the pilferage was made 
possible by the poor packing of the 
goods on the part of the American 
shipper. 

Woutd Avoid Misunderstandings 

All’ of these rambling impressions 
which I have jotted down as they come 
into my mind might be summed up il 
the statement of the president of 4 
large manufacturing concern in the 
Middle West who said, at the Sixth Na- 
tional Foreign Trade Convention in Chi- 
cago in 1919—“I think a great many 
more of us would take out marine in- 
surance if we realized the necessity of 
it and I think we would have less 
trouble with it if we understood it. 
We do not know what it means.” Not 
only would the underwriters get more 
business from educating the commer- 
cial public, but they would avoid con 
siderable hostile criticism that often 
leads to bad feeling. A common target 
of such hostile and mistaken criticism 
is the average clauses. A Bridgeport, 
Conn., manufacturer, in talking to me 
a short time ago said: “Such clauses 
as these 5 per cent F. P. A. are all 
wrong. Why should not the underwrit- 
er pay his full losses?” He did not 
understand that the chief reasons for 
the insertion of such average clauses 
lie in the desire of the underwriter to 
relieve themselves of the inevitable 
losses to which certain property, from 
its very nature, or manner of shipment, 


is subject, and thus prevent a multi — 


plicity of small ctaims; and also the 
(Continued on page 19) 
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The Fuel Oil Hazard in Eastern Harbors 
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One of the greatest hazards to ships 
and pier properties in the harbors 
throughout the East is the illegal dis- 
charge of fuel oil from oil burning 
steamships. The hazard is so great 
that harbor Officials, insurance engi- 
‘neers and boards of underwriters have 
undertaken a joint investigation to cor- 
rect the evil through the passage of a 
pill by Congress which would prevent 
the dumping of oil by ships within one 
hundred miles of the coast, and make 
other regulations which will strengthen 
the hands of the Secretary of War in 
enforcing his authority. The Boston 
Board of Fire Underwriters has recent- 
ly gotten out a report showing severe 
pier contamination throughout Boston 
Harbor. Unless there is a drastic fed- 
eral legislation regulating the discharge 
of oil in the waters conflagrations are 
possibilities. 

Insurance men have known of this 
situation for some time, but the public, 
as voiced by the press, has been indif- 
ferent. It was only when the oily 
water began to pollute many bathing 
peaches that property owners at the 
yarious beaches in Long Island and New 
Jersey became aroused to a point where 
they have decided to make a special 
campaign against the dumping practice, 
and this did a lot in interesting the 
press. 

It is characteristic of the American 
people that while their property was in 
danger the outcry was very small, but 
when the outdoor sport of swimming 
was imperiled the outcry became very 
large. - ; 

The agitation, of course, has called 
attention to the largely increased num- 
ber of oil burning vessels. At a recent 
meeting in the rooms of the National 
Board of Fire Underwriters, Captain 
Roy W. Smith, supervisor of New York 
Harbor, made the statement that 175 
vessels took on oil for fuel in the Port 
of New York during the month, of .De- 
cember, 1920, according to Custom 
House figures, and this did not include 
coast vessels. Of course, nothing that 
is done by the United States Federal 
Government or port authorities would 


be very effective unless foreign govern- - 


ments co-operated, but it is a general 
feeling that if the United States takes 
the lead, the other countries will 
quickly fall into line. 

Those Who Attended Meeting 


: Men most active at the present time 
in bringing the agitation to a point 
where there can be some effective ac- 
tion taken are George W. Booth, of the 
National Board of Fire Underwriters; 
F. J. T. Stewart, of the New York 
Board of Fire Underwriters; Commis- 
sioner of Docks Murray Hulbert; and 
Captain Smith. The whole subject was 
recently thrashed out at a meeting of 
the National Board of Fire Underwrit- 
rs which was presided over by Mr. 


Booth and which, in addition to Messrs. - 


Stewart and Roy Smith, was attended by 
the following gentlemen, all of whom 
are greatly interested in the problem: 
H. E. Newell, National Board of Fire 
Underwriters; James J. Hoey, of the 
Continental ; C. M. Rambo, manager of 
the Railroad Insurance Association, 
and Dewitt Rapalje, fire prevention en- 
sineer of that association; A. J. Smith, 
of the Marine Office of America; Cap- 
‘ain Roy Smith, supervisor of the har- 
t of New York; Frank Withers, of 
Chart Commissioner Hulbert’s office; 
0 H. Fisher, of the Atlee Brown 
se og rating office of New Jersey; 
oo E. W. Nichols, president of the 
hited Marine Contracting Corporation; 
Dt. Henry Seeley, United’ States 











Steamboat Inspection Service; H. J. 
Wheeler and Andrew Peterson, of the 
Wheeler Salvage Company. 
How Oil Is Taken Off 

The removal of oil and residue from 
all tanks of a ship is thus described for 
The Bastern Underwriter by Mr. Wheel- 
er, whose boat (in accompanying cut) is 
seen in action removing oil from a ship 
in the harbor. Mr. Wheeler says: 

“The removal of oil and residue from 
the oil tanks of a ship has, in the past, 
been a very dirty and expensive opera- 
tion. Our method of ridding the fuel 


posed federal regulation draft which 
in one section provides that no oil shall 
be dumped from ships within one hun- 
dred miles of the coast. This brought 
out an interesting discussion as to 
whether the one hundred mile limit was 
far enough to prevent the oil contami- 
nation and also as to how a check 
could be kept on the vessels to see that 
they should obey such a statute. 


Charles H. Fisher, of the New Jersey 
Rating Office, was in doubt whether a 
one hundred mile limit would do the 
trick. He called attention to the man- 








TAKING OIL FROM 


oil tanks, in ships, of oil and residue 
while at the same time extracting the 
gases; avoiding possible explosions and 
fires; is by using a hose (in place of 
the old bucket process) and suction 
pumps stationed on a barge alongside the 
ship; doing the work in about one 
fourth of the time it requires forty men 
to do it the old way. 


“When only a thirty-foot lift is neces- 
sary, a four-inch steel hose is used. 
Below thirty feet and to a depth of 
sixty-five feet, a two-inch steel hose is 
used which is reduced at-_the thirty- 
foot mark. The four-inch hose carries 
the oil across the ship’s deck down to, 
and deposits it into, 24,120 gal. (80 ton) 
tanks stationed on the barge alongside 
the ship. The good oil then being sep- 
arated from the water and sediment, on 
our barge, may be pumped back into 
the tanks of the ship if so desired by 
the owner. 


“The lift is far beyond the laws of 
gravity, but we are able to master this 
difficult task by our new invention and 
equipment. 

“As to the circumstances under 
which oil is dumped on the water, I 
may say it is due to the extremely poor 
and very expensive facilities provided 
for the disposition of great quantities of 
refuse oil and sediment. In many cases, 
it is cheaper to pay fines, when caught, 
for dumping oil overboard than to go 
to the timely and costly expense of dis- 
posing of the oil in compliance with the 
present law. . 


“May I suggest a one place, centrally. 


located, dumping ground to receive all 
refuse oil; large receiving tanks and a 
reclaiming plant on the spot, whereby 
the good oil may be saved and the sedi- 
ment disposed of by burning. 

“We have in mind a centrally located 
spot to establish such a plant and with 
the proper backing and co-operation of 
all concerned there absolutely need be 
no further menace to the harbor by 
oil.” 


Discuss 100 Mile Limit and Separators 
H. E. Newell read a copy of the pro- 
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ner in which the oil travels’ on the 
waves and thought that with a good 
stiff breeze accompanied by the tide, it 
would only be a question of time be- 
fore the oil reached the shore. He 
knew of no way to check the dumping 
of oil inside the one hundred mile limit 
unless some member of the crew 
squealed, which he thought unlikely. 
His idea was that there should be some 
form of a separator installed on all oil 
burning vessels and that the matter 
could be handled in that way. 

This brought out the fact that the 
United Marine Contracting Corporation 
has such a separator and Captain 
Nichols, its president, gave a descrip- 
tion of it. He said the machine is not 
cumbersome, while it occupies little 
space. It consists of a series of hun- 
dreds of discs which revolve with great 
velocity and which send the oil out one 
way, the water another and the dirt a 
third. One small machine to separate 
oil from pumps would cost about $3,000 
a pump. Present machines weigh 1,100 
pounds each. Because the separator is 
so small its practicability is being in- 
vestigated by engineers. 

Mr. Wheeler brought up some of the 
points already mentioned in his state- 
ment, one of the most important being 
that it is cheaper now to dump the oil 
overboard than to bring it in and there 
is no present market for the oil. In this 
discussion it developed that no pro- 
visions are made for handling such oil 
if the steamship wants to sell it, the oil 
companies themselves not being eager 
to buy it. 

F. J. T. Stewart said that this was 
a very important economic -point, but 
he thought the most important thing 
was the one hundred mile limit. Cap- 
tain Smith said the idea of having a 
one hundred mile limit was particularly 
to call attention of the captains and 
owners of ships that the practice is dan- 
gerous and should be stopped. At the 
present time some of the captains are 
so indifferent that they discharge oil al- 
most at the point where the ship docks. 
He thought it would be extremely diffi 
cult to detect a vessel discharging this 
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oil, but he felt that a campaign of edu- 
cation would bring about good results. 
While it would be difficult to make a 
detection, it is not impossible. The 
principal trouble is with tankers which 
clean out their tanks when near the 
port and after they get in. 
Cut Down Appropriation 

The situation has not been improved 
py the action of the Committee on Ap- 
propriations of the House of Represent- 
atives in cutting Captain Smith’s esti- 
mate of $1,198,000 needed by his office 
to $109,260, the amount appropriated 
fast year. That amount would not be 
sufficient to maintain the present harbor 
patrol force of six steam tugs and a 
launci: and would result in only two 
tugs being in permanent commission 
near Sandy Hook and one for inner har- 
bor work. The appropriation recom- 
mended by the committee provides 
$14,260 for inspectors, deputy inspec- 
tors and office force and $95,000 for the 
maintenance of the fleet. 

Captain Smith asked an appropriation 
of $142,000 for salaries of the present 
office force, inspectors and crews of the 
vessels of the patrol fleet; $92,000 for 
urgent, long-needed repairs; $100,000 
for repairs to the tug Barnegat, received 
from the navy to replace the patrol ves- 
sel Nimrod, condemned and ordered to 
be sold; $43,000 for the maintenance 
and crew of the Barnegat; $600,000 for 
the purchase of three tugs similar to 
the Barnegat; $130,000 for their crews, 
and $90,000 for fifty additional inspec- 
tors—a total of $1,198,000. 

Views of Dock Commissioner 

An interesting contribution to the 
subject of oil fuel hazard is a letter 
sent to James J. Hoey, vice-president of 
the Continental, by Murray Hulbert, 
Commissioner of Docks, New York City. 
It follows: 

Dear Mr. Hoey: 
accounts in the 


According to recent 
papers, the, port of 
New Orleans again suffered a very 
heavy loss—the second within two 
months—to its docks by fire. The fire 
appears to have been caused by the 
breaking of an electric wire which fell 
into the water creating a short circuit 
and igniting oil which had spilled from 
a tanker. 

On July 19, 1920, I wrote Mayor Hy- 
lan as follows: 


For several years there has been a 
steady increase of oil waste emitted 
from various factories on the water- 
front, but since the use of oil burn- 
ing vessels has become so common 
oil waste is being ejected into the 
harbor in such quantities as to really 
prove alarming. 

We in the Dock Department have 
grave fears that oil on the surface of 
the water may be ignited so close to 
our wooden pier structures as to 
cause a serious conflagration unless 
something is done promptly to effect- 
ively minimize this threatening dan- 
ger. 

Last May when I appeared before 
the Senate Committee on Commerce, 
I presented this situation to the 

: Chairman, Senator Jones of Washing- 
ton. But it seems to be an American 
principle never to recognize the ser- 
ious import of anything which might 
be called an oddity until there has 
been a holocaust or calamity, and so 
nothing was done about it at the last 
session of Congress. 

When the next session convenes in 
December, I think the City of New 
York ought to be. prepared to present 
a formidable case with specific sug- 
gestions for legislative relief. * * * 

I have detailed Confidential Inspec- 
tor Frank J. Withers to make a very 
thorough investigation and to collate 
the specific instances where the law 
is violated, or where there should be 
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a law to prevent an offense against 
the commerce of the Port, not now 
provided for. 

Unfortunately, we have no funds to 
do this work in the systematic man- 
ner it should be done. But perhaps 
you can suggest a way to secure us 
the necessary assistance from the Po- 
lice Department, and Fire Depart- 
ment, as well as the services of a 
chemist from the Central Testing 
Laboratory te perform the necessary 
analyses. 

General Burr, the District Officer 
Engineer representing the War De- 
partment, is very much interested in 
this subject and very zealous to co- 
operate in every way possible, and I 
am going to suggest when the budget 
for 1921 is presented, that a specific 
sum be incorporated so that this De- 
partment may protect its property 
from serious loss or damage from 
such an aggravated and unnecessary 
nuisance. 

While Mayor Hylan was very much 
in sympathy with the subject matter of 
the foregoing communication and the 
suggestions therein recommended, it is 
unnecessary for me to recall the terrific 
task which confronted the Board of 
Estimate and Apportionment of the 
City of New York in paring down the 
budget for 1921 and I failed, therefore, 
to have included therein any appropria- 
tion for this work. 

There is an old saying that lightning 
never strikes twice in the same place, 
and while we have been singularly for- 
tunate on our waterfront, particularly 
in view of the aggravated conditions 
which existed here during the war, 
these two fires in New Orleans give me 
very great grave concern respecting the 
waterfront improvements under my 
jurisdiction, and in order that we may 
take every precaution possible, I should 
like to secure full details respecting 
these two fires at New Orleans. 

On October 27, 1920, I wrote the Fire 
Commissioner: 


In connection with the construction 
of the twelve new piers on the east 
shore of Staten Island, not only has it 
become necessary to assemble mil- 
lions of dollars’ worth of timber in 
order to expedite the work, but in 
connection therewith, a great many 
fires are required for pile driving, 
blacksmithing, operation of hoists, 
etc., all of which tends to increase the 
danger of a conflagration. 

Of course, the city assumes no fi- 
nancial responsibility until the piers 
are completed and possession de- 
livered, and I assume that the con- 
tractors are adequately protected by 
insurance, but what I am particularly 
concerned about is the loss of time in 
providing docking facilities in this 
port which would be entailed if any- 
thing should happen which would 
necessitate the reconstruction of 
these piers in whole or in part. 


May I ask that you or your repre- 
sentative go over the property with 
me at your earliest convenience, with 
a view to taking precautionary steps 
to avert any possible danger? 

In addition thereto, you are, of course, 
aware of the tremendous quantities of 
lumber stored by I. T. Williams & Sons 
upon the upland immediately in the 
rear of our dock improvements, where a 
fire occurred on the night of December 
9, 1920, and would, I fear, have been 
far more disastrous than it proved to 
be, had not the Fire Commissioner 
taken extraordinary precautions in view 
of my letter of October 27th. 

If you could obtain for me through 
whatever agency the fire underwriters 
may have, the information in regard to 
the two fires at New Orleans and any 
other waterfront fires that have oc- 
curred within recent years at our var- 
fous ports along the Atlantic, Gulf or 
Pacific coasts, it will be greatly appre- 
ciated by 

Yours very truly, 
MURRAY HULBERT, 
Commissioner of Docks. 


ee, 

















As Seen By Fred Calkins, Jacksonville | 
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From one of our local shipbuilders 
we have received an idea which may 
or may not solve the problem of a dis- 
position of the cemetery full of Ferris 
type wood steamers now anchored in 
the James River near Newport News. 
His proposition is to complete a par- 
tially completed ship of this type left 
on the ways at the local yard when the 
government stopped operations upon 
the armistice declaration, and he pro- 
poses to make of this hull, by adding 
only to her keel, a barkentine or five 
masted schooner. His statement to us 
is that this has been done successfully 
‘with Ferris and Hough types of wooden 
steamers built on the Pacific Coast, 
and that these vessels have proven sea- 
worthy in every way, making success- 
ful round trips as far as Africa and 
other Far Eastern ports. This idea 
seems to us well worth looking into, 
inasmuch as it would offer a means of 
utilizing the millions of dollars so far 
squandered by government in building 
wood steamers, which have proven so 
unseaworthy and costly to taxpayers. 





The remarkable development of the 
port of Jacksonville in the past two 
years is our excuse for a little self laud- 
ation, as it were. We are again re- 
minded of the fact that the metropolis 
of Florida is now on all charts and 
maps as a seaport by the return the 
other day of the 8800 ton steel steamer 
West Hembrie from a trip around the 
world. She left Jacksonville on the 19th 
of February, 1920, and reached her 
home port on the 8rd of January, 1921. 
It is interesting to note that she left 
this port loaded with naval stores and 
cotton for Kobe and Yokohama, Japan, 
via the Panama Canal and San Fran- 
cisco. She bunkered in Magi for Sai- 
gon, China, where she took on a cargo 


of rice. She then sailed for Singapore 
Colombo, and Port Said, and from this 
latter port to Antwerp where she yp. 
loaded her rice cargo. At London she 
took on a cargo of chalk which she dis. 
charged at Portland and Philadelphia 
After undergoing repairs she Proceedej 
to Jacksonville where she is now loag. 
ing a full cargo of miscellaneous freight 
for Liverpool. The West Hembrie was 
the vessel with which was inaugurate 
the first sailings from Jacksonville to 
Liverpool about a year ago. 

Our leading local shipping concern 
operates the West Hembrie along with 
a fleet of about 20 additional boats, from 
which it will be seen that our position 
as a port is a commanding one upon the 
South Atlantic Coast. 

P. S.—Just by way of anchovies ang 
other entrements and condiments we 
might mention the presence here of one 
of the largest steamships owned by the 
Japanese firm of Suzuki & Company, 
which is under contract to carry from 
this port to Europe within the next few 
months about 30,000 tons of phosphate. 





The lifting of the moratorium in Cuba 
is still in a state of suspense and up. 
certainty. Until this is brought about 
a resumption of business with the won- 
derful island of Cuba is practically out 
of the question. Not only on account 
of the lack of funds with which to 
carry on trade, but the congestion in 
the port of Havana, which still pre 
vails. We feel hopeful that, under the 
advice of American bankers, some way 
will shortly be found to relieve the 
Cuban money situation, especially as 
the people of that young republic are 
anxious to buy from us,.and we are 
likewise impatient to negotiate with 
them, but can do practically nothing 
under present conditions. 
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Section 45 of the New York Insurance Law 


By Daniel F. Gordon, Vice-President of the International Insurance 





Company, New York 























The author of this article until a few 
months ago was chief examiner of ma- 
rine and fire companies for the New 
York State Insurance Department. 

The amendment to Section 45 of the 

‘ msurance Law passed by the legislature 
of the State of New York in May, 1920, 
and known as Chapter 426 of the Laws 
of 1920, has been the subject of a great 
deal of interest both here and in Great 
Britain and has given rise to much dis- 
cussion among insurance company offi- 
cialis and brokers, and particularly 
among those engaged in the business of 
marine insurance. The purpose of this 





DANIEL F. GORDON 


article is to explain briefly the facts 
with respect to the origin of the legis- 
lation; the provisions and purposes, of 
the law and its effect on the business 
of fire and marine insurance, and on the 
reports of insurance companies trans- 
acting such business in the United 
States. 


Hon. Jesse S. Phillips, Superintend- 
ent of Insurance, on various occasions 
during the year 1919 had been impor- 
tuned by representatives of American 
companies to support legislation which 
would tend to curb the activities of for- 
eign insurers who had been immensely 
successful in obtaining a large share of 
the marine insurance business of the 
United States on the applications of 
brokers and of local American or domi- 
ciled foreign insurance companies. Mr. 
Phillips made reference to the subject 
in his last annual report to the legis- 
lature, recommending legislation requir- 
ing foreign companies to include in an- 
nual statements all United States busi- 
less whether written through the Unit- 
ed States Branch or through the home 
office. Later on the Insurance Depart- 
ment caused to be introduced in the 
legislature two bills—one an important 
amendment to Section 1199 of the Penal 
Code, and the other the much discussed 
Section 45 of the Insurance Law. The 
Penal Code amendment created the 
most wide-spread objection which was 
Voiced both at legislative hearings and 
before the Superintendent. 

Opposed By Marine Brokers 

The marine brokers were frankly op- 
posed to the proposed measure as de- 
structive of their clients’ interests and 

eir own, and as an uncalled for in- 

ce with the conduct of a legiti- 







mate business made necessary by rea- 
son of the fact that American insurance 
carriers were not able to issue the 
amount of coverage applied for by the 
shipping interests. Their claims were 
strongly supported bythe shippers and 
the Superintendent finally decided in 
the closing days of the legislature to 
permit the bill to remain unreported in 
committee rather than press for pas- 
sage without further deliberation a 
measure of such importance. 


Amendment to Section 45 


The amendment to Section 45, how- 
ever, which in its effect largely empha- 
sized the then existing law governing 
the operation of foreign insurance com- 
panies in the United States, as defined 
by Attorney Gereral Woodbury in 1915 
in an opinion holding that a foreign in- 
surance company authorized in New 
York should carry premium and loss re- 
serves on. United States business, 
whether done through the foreign office 
or through the United States Branch, 
passed the legislature without a single 
objection on the part of either an 
American or a foreign company, and be- 
came a law on May 3, 1920. The law 
in its particular reference to foreign 
companies requires the United States 
Branch statement to the Insurance De- 
partment to include (a) all insurance 
transactions outside of the United 
States with residents within the United 
States affecting risks located or origi- 
nating in the United States, notwith- 
standing such transactions were not 
done through United States representa- 
tives, (b) the maintenance of reserves 
thereon, (c) payment of taxes thereon. 
The law also imposes on the company 
the same duties and obligations and its 
policyholders resident within the United 
States have the same rights and are 
protected by the deposits of the cor- 
poration in the United States as if the 
transactions had been done through ac- 
credited United States representatives. 

The law met with not the slightest 
opposition and it seemed to be a mea- 
sure protective of United States policy- 
holders and in the interests of Ameri- 
can insurance companies. When, how- 


ever, its terms came to the notice of 
British home offices, and particularly 
those companies transacting a marine 
insurance business in the United States, 
evidences of their interest and concern 
soon became manifest, and the Superin- 
tendent of Insurance was requested to 
use his influence in a modification of 


the law, exempting from its provisions - 


marine re-insurances ceded by United 
States companies or foreign domesticat- 
ed companies to the home offices of for- 
eign companies having United States 


Branches, providing the ceding com- 
pany would carry the full reserves 
without deduction, and the United 


States Branch of the foreign company 
should not be held liable for the pay- 
ment of losses. It is a matter of com- 
mon knowledge that many of the large 
British companies carrying on the busi- 
ness of fire and marine insurances in 
the United States accept at the home 
offices, either direct or through London 
correspondents of American brokers 
and companies, heavy commitments of 
marine insurances, none of such busi- 
ness having heretofore been reported 
in United States Branch statements. 
According to the opinion of the Attor- 
ney General above referred to, this 
business falls within the protective 
features of the statute governing the 
deposits and trust holdings of foreign 
companies. Obviously if the funds of 
a foreign company in the United States 
are held liable for the payment of losses 
on United States risks accepted at the 
home Office, there should be adequate 
reserves held by the United States 
Branch—reserves' sufficient as _ pre- 
scribed by statute to cover the entire 
business written both here and abroad. 
Conversely any authorized company re- 
insuring under such a home office cover 
is legally entitled to assume credit for 
such re-insurance. . 
Discusses Topic of “Additional Taxes” 
The question of whether or not the 
law subjects the foreign companies to 
the payment of additional taxes has not 
been definitely determined. Certainly 
the tax provision cannot apply to busi- 
ness located outside of the State of New 
York, and as the insurances are not 


written or premiums received by, the 
company through its agents in the 
State, it may be held that there are no 
additional taxes to be paid on the busi- 
ness so obtained. On this subject the 
act merely recites that the “corporation 
shall as to all such transactions * * * 
pay taxes thereon.” It contains no spe- 
cific direction for the levy or collection 
of the tax or its hasis, and presumably 
recourse must be had to the various 
laws under which foreign companies 
pay taxes to the State or municipality. 
A cursory examination of the several 
tax laws, however, rather leads me to 
the opinion that they have no applica- 
tion to the United States business of 
foreign companies written abroad, and 
that consequently the tax provision of 
the section is of no effect. 


A Rather Serious Situation 


The request for a modification of the 
law on the part of foreign companies 
was supported by representatives of 
American companies, and from the 
statements made it would appear that 
the American companies and the domi- 
viled foreign companies (U. S. Branch- 
es) are unable to issue sufficient marine 
insurance to meet the demands of the 
shipping interests. The soundness of 
their contentions would seem to admit 
of little if any doubt, judged by the very 
large amount of re-insurances on marine 
risks placed abroad. The situation ap- 
pears a rather serious one, and is made 
more acute through the cost of foreign 
exchange which would bear heavily on 
the foreign companies if compelled to 
remit to this country additional funds 
to take care of the heretofore unreport- 
ed liability. Should the Superintendent 
of Insurance elect to consider the mat- 
ter favorably, relief could be obtained 
through a legislative amendment to the 
re-insurance act exempting marine re- 
insurances, without in any way chang- 
ing or emasculating Section 45, as it 
may now apply to any United States 
business written by home offices of do- 
mesticated foreign companies on the 
application of American brokers or any 
other United States business than ma- 
rine placed as re-insurance. With such 
an amendment all United States busi- 
ness of the foreign companies written 
abroad, except marine re-insurances, 
would still be subject to all the require- 
ments of Section 45. 





The British Ensign Insurance Com- 
pany, Ltd., organized in 1919, has pub- 
lished its annual report for 1920, and 
while the figures are far from satisfac- 
tory the company is not in danger of 
going under. 




















Tax Obligations Under Section 45 


By David Rumsey, of Rumsey & Morgan 























The author of this article is one of the 
most distinguished insurance lawyers in 
the United States, and formerly 
second vice-president and counsel of the 
Continental. 

I wish to limit my comments upon 
the recent amendment of Section 45 of 
the Insurance Law to the question of 
taxation. The amendment has been 


mwas 


‘ widely discussed but always upon the 


assumption that the legal effect of the 
enactment was to bring within the 
power of New York State for taxation 
the premiums received by the head of- 
fices of foreign insurance companies af- 
tected, upon all business falling within 
the scope of the phrase “risks resident, 
jocated or originating in the United 
States.” 


This assumption is an entirely natu- United States and goes on to state that 


ral one because the language as used 
in the statute is, at least when viewed 
superficially, broad enough to accom- 
plish this purpose. It becomes entirely 
clear, however, upon analysis of the 
statute and the scope of the jurisdic- 
tion of the New York Legislature, that 
if such was the purpose it was not ac- 
complished and that the assumption 
that the amendment effects a broad ex- 
tension of tax obligations is erroneous. 
Extending Tax Obligations 

The amendment purports to extend 
the obligation for taxes in two ways. 
It refers to insurance transactions out- 
side of the United States with residents 
of the United States and affecting risks 
resident, located or originating in the 


the foreign company shall “pay taxes 
thereon.” It is then provided in the 
amendment that as to such insurance 
transactions the foreign company shall 
be charged with the same duties and 
liabilities “as if such transactions had 
been done through its attorney, man- 
ager or agent within the United 
States.” -It is obvious that the state- 
ment in the law that the foreign com- 
pany shall “pay taxes” on such trans- 
actions does not impose any particular 
liability to pay any particular tax mea- 
sured in any specified manner or fig- 
ured at any specified rate or payable at 
any specified time. In other words, the 
statute itself imposes no ascertainable 
tax obligation. The wording of the act 
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under which the foreign company is 
charged with the same liabilities as to 
such transactions as if they had been 
written through the United States At- 
torney does not of itself indicate what 
those liabilities may be. The statute 
then in so far as extending tax obliga- 
tions is concerned is, in and of itself, 
nothing. It has no force except as it 
contains an implied reference to other 
taxing laws and subjects the insurance 
transactions effected abroad but having 
reference to risks in this country, to 
the obligations of the other taxing laws 
of New York to the extent that other 
statutes may impose and define such 
obligations. 

As the statute, standing by itself, 
viewed as a taxing statute is less than 
nothing, so when viewed as a statute 
which imposes taxes upon insurance 
transactions by reference to the terms 
of other taxing acts, it is equally inef- 
fective to accomplish any purpose. The 
reason for this is that the constitution 
of the State of New York provides 
(Section 24, Article 3): 

“Every law which imposes, con- 
tinues or revives a tax shall distinctly 
state the tax and the object to which 
it is to be applied, and it shall not be 
sufficient to refer to any other law 
to fix such tax or object.” 


If it had been possible for the New 
York Legislature, within the limits of its 
constitutional power, to impose taxes 
by reference to other taxing acts, which 
it clearly is not, there would have re- 
mained two important considerations as 
bearing upon the validity and scope of 
a statute such as the-amendment of 
Section 45 of the Insurance Law. 


Tax Jurisdiction of a State 


First, there is the general question 
of the state’s power to tax a foreign 
corporation on business done outside 
the territorial limits of the state. The 
jurisdiction of a state for taxation is 
limited to a person (including a corpo- 
ration) or property within its territorial 


limits, either actually or in legal theory- 
A levy of taxation upon premiums of a 
foreign corporation received in the con- 
duct of business located outside this 
state would clearly be beyond the juris- 
diction of New York unless the levy of 
such taxes could be supported under 
the guise of a license tax payable as a 
condition precedent to do business or 
to continue the transaction of business 
within the state. In the course of de- 
velopment of the law in this country, 
it was at one time considered as within 
the power of a state to impose any con- 
dition it desired as a precedent condi- 
tion to permitting a foreign company to 
do business within the state. This view 
has been to some extent modified in re- 
cent years and while there may be 
some remaining doubt on the subject at 
least the better view of the law as it 
exists today is that a state which ad- 
mits foreign companies to conduct busi- 


ness within its borders cannot, under ~ 


the guise of licensing future operations, 
impose unreasonable tax burdens hav- 
ing no proper relation to the subject of 
admitting or excluding the foreign cor- 
poration. If this law admitted of the 
interpretation that it imposed taxes pay- 
able to New York upon all premiums of 
a foreign company having any relation 
to the conduct of insurance business 
anywhere within the United States, al- 
though that business had no relation to 
the State of New York, I would regard 
the statute as beyond the power of the 
New York Legislature to enact. This 
statute, however, does not even purport 
to be a license law which makes agree- 
ment to pay such unconscionable taxes 
a condition precedent to a company’s 
being admitted to do business here. It 
is in form a straight taxing act and the 
provision of the statute authorizing re- 
vocation of license is in form only a 
penalty for violation of the law. 
Construction of the Statute 


Second. Assuming the state’s power, 
the question of construction of the 
statute which was in fact passed re- 


mains. The legislative intention seems 
clear. It is not to impose any new or 
additional taxes but to provide a means 
for securing information which will aid 
in the levying of taxes imposed by ex- 
isting law. There is a legal presump- 
tion against the intention of exacting 
extraterritorial taxes. Only the most 
clear and unambiguous language would 
warrant the conclusion that the legisla- 
ture intended the taxation of premiums 
having no relation to New York busi- 
ness of the foreign companies. The 
language employed is satisfied by adopt- 
ing the construction that American busi- 
ness done through the head office of the 
foreign company should be reported to 
the Superintendent of Insurance in 
order that he might see the extent to 
which that business is properly subject 
to taxation by the existing tax laws of 
this state. - Applying such a reasonable 
intention to the act, the extent of taxa- 
tion is defined and limited by such tax- 
ing acts as Section 34 of the Insurance 
Law and Section 187 of the Tax Law. 
Section 34 of the Insurance Law, in so 
far as fire and marine insurance is con- 
cerned, applies only to premiums re- 
ceived or agreed to be paid to an attor- 
ney or agent of a foreign insurer “for 
any such insurance effected,'or agreed 
to be effected, or procured by him, 
within this state.” The tax imposed by 
Section 187 of the Tax Law on fire and 
marine business is also limited to pre- 
miums received “for business done at 
any time within this state.” These sec- 
tions are drawn with a view to limit 
the tax obligations to premiums proper- 
ly applicable to business of the State 
of New York and thus they have hereto- 
fore been construed. There is no at- 
tempt in either taxing act to impose 
tax burdens on premiums involved in 
insurance transactions which could not 
or should not be reached by taxing 
statutes because the business is beyond 
the territorial jurisdiction of New York. 

My conclusion is that the amendment 
to Section 45 of the Insurance Law 


oe) 
does not extend the obligation of ty. 
eign companies doing business here to 
pay taxes to the State of New York 





THEFT PLAN NEARLY REApy 





Manager of Proposed Clearing House 
Picked Out; Henry Reed Chair. 
man of Committee 





As The Eastern Underwriter goes to 
press it learns that an announcemep 
will be made soon regarding the ¢. 
operative plan to cut down the growing 


theft and pilferage hazard, the exten 
of which can be gauged by the fact tha 
there was a $15,000 loss last week from 


one truck in this city. The committe 
now working out the plan include 
prominent marine insurance men, rep. 
resentatives of the Merchant’s Associa. 
tion and other bodies which are intey. 
ested in minimizing theft and pilferage 
The chairman of the Commitice jg 


Henry Reed, of the Insurance Company 
of North America. These losses furnish 


a big addition to the loss record. It is 
understood that a man has been picked 
out as manager of the clearing house 
which is to be established. Later op, 
of course, this clearing house wil! work 
in conjunction with the district attor. 


ney’s office. 





LIBERAL P. A. CLAUSE 
The new conditions under which 
steamers are insured in the Mutua Mar. 
ittima, of Italy, are regarded as very 
liberal from the shipowner’s point of 


view. The particular average clause is 
especially so, placing the deductible per. 
centage at such a low level that almost 


any damage to a vessel of fair tonnage 
becomes a claim against the insuring 
company. Reducing the excess limits 
too far violates the principle of insur. 
ance which is not to grant protection 
against the sure losses that every ves. 
sel-owner makes provisions for in his 
own expense account. 
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HOME OFFICE 
80 Beaver Street 











INLAND NAVIGATION . 


Merchants & Shippers Insurance Company 


NEW YORK 





OCEAN CARGOES TRANSPORTATION 





Surplus to Policy Holders - $487,973.35 





Losses Payable in All Parts of the World 





Robert E. Binger, President 
Samuel L. Martin, Secretary 


MARINE DEPARTMENT 
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HULLS 





W. J. Roberts - 


63 Beaver Street 


Marine Underwriter 
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1920 Results From the Loss Standpoint 





Situations that Aggravated Normal Hazards 





By W. Hastings Jones, Loss Manager, Marine Office of America 


























The American marine insurance 
market is at the’present time passing 
through an exceedingly critical period 
of its history- The prosperous days 
when premium rates were high, and war 
risk premiums supplied the backbone of 
most companies’ premium income, have 
now passed. Instead of the tremendous 
boom in .commercial affairs that was 
predicted as being the postwar state, 
financial and commercial conditions are 
in a very unsatisfactory way. Produc- 
tion is at a low ebb, because the world 
at the present time seems to have no 
money to buy anything but absolute 
necessities. England and the Conti- 
nent in pre-war days imported tremen- 
dous quantities, for example, of cotton, 
but today the exports of cotton to 
Europe are very small. For each bale 
of cotton which finds a buyer, there 
are ten bales which do not. 

‘Vast sums of money were burnt up 
during the years of war, and the pres- 
ent trouble seems to be a general lack 
of purchasing power. As a result, milis 
and factories are being forced to close 
their doors. The consequent decrease 
in the amount of merchandise moving 
brings declining freight rates, which, in 
turn, means a fall in the value of ships. 

The consequence of all this is a Te- 
duced premium income for marine in- 
surance companies, and this, combined 
with the rate cutting which is to be ex- 
pected in the scramble for business, 
does not make for ideal conditions. 
Many of the younger companies which 
started out so hopefully are being 
forced out of business, and some are 
having a pretty lean time. 

Similar Conditions in Both Markets 

It is, therefore, under these conditions 
that the American marine insurance 
market is settling down to find its place 
in the world’s commerce. The British 
market is, of course, subject to precise- 
ly the same set of circumstances, but 
the British market has its established 
Place, and with years of tradition be- 
hind it, and with its agencies all over 
the world, it is better able to adapt it- 
self and to weather the new condi- 
tions. ) aaa 

The year 1920 has been by no means 
a bright one, and the year’s results 
make anything but pleasing reading for 
underwriters. There has been an ex- 
traordinary series of losses, some of 
which have hit the New York market 
very hard. Among the major casual- 
ties are the following: 


“Northwestern.” On fire and beached 
February, 1920. 
“Macona.” Stranded January, 1920. 


anes Broke in two February, 
0. 
“Cubadist.” Missing February, 1920. 
“Wm. O’Brien.” Missing June, 1920. 
“Krakow.” On fire October, 1920. 
ae Eagle.’ On fire November, 


ae Mundo.” Explosion November, 


The “Krakow” Loss 

It will be seen there have been sev- 
eral important losses by fire, the 
Krakow,” “West Eagle” and “El Mundo” 
‘curring within a few weeks of each 
other. The “Krakow” loss has attract- 
éd a great deal of attention, as it was 
the outcome of the congestion which 
has existed in Havana during practi- 
tally the whole of 1920. The Havana 





situation has caused the underwriters 
a great deal of anxiety, because, owing 
to the system upon which the port is 
operated, it would seem that congestion 
{s practically inevitable. Cuba during 
the last few years has experienced an 
nnprecedented wave of prosperity. The 
imports, therefore, were, for such a 
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small territory, tremendous. When the 
crash came in Cuban affairs, and two of 
the largest Cuban banks were forced to 
close, and the moratorium was declared, 
Cuba was full of merchandise and a 
great quantity more was on its way. The 
result was that Cuban merchants found 
themselves unable to meet the drafts 
against them, and in many cases re- 
fused to take delivery of the goods con- 
signed to them, and in others simply 
allowed them to remain in the Customs 
until such times as they felt disposed 
to take them out. Apparently the Cus- 
toms system in Cuba allows merchants 
to do this, and the storage rates are 
very low. It is therefore quite an eco- 
nomical procedure from the merchant’s 
point of view to allow his merchandise 
to remain in the Customs, as very pos- 
sibly he has no warehouse of his own, 
and his store is in all probability quite 
full already. The result of this com- 
bination is too well known to need fur- 
ther discussion. 

The “Krakow” had been lying in Hav- 
ana harbor for months, during which 
time pilferage of her cargo had been 
continually.going on, and it was at first 
believed that the fire on the “Krakow” 
was due to incendiarism on the part of 
some of the pilferers to cover up their 
depredations. 

The Oil Tankers 


One of the noticeable features in 
looking over the year’s results from a 
loss point of view is the way in which 
oil tanker business has been running. 
The year 1920 opened with the losses of 
the “Cubadist” and the ‘“Mielero”’—of 
course, these were molasses carriers, 
but the same principle applies. The 
trouble is that tankers are cons's- 
tently overloaded. It is urged that 
vessels of this type need less freeboard 
than other types, inasmuch as they have 
only very small deck apertures as op- 
posed to the usual cargo hatcltes of 
other types, and that when these aper- 
tures are secured, the vessel can run 
practically submerged and sustain little, 
if any, damage. 


In addition, they are ~ 


able in heavy weather to pump out oil 
and calm the seas around them. The 
consistent overloading of tankers, how- 
ever, imposes a tremendous strain on 
the fabric of the vessel, resulting in 
strained rivets, etc. It is quite con- 
ceivable that this was the cause of the 
disaster in the cases of the “Cubadist” 
and “Mielero.” 


There is a'so another important 
feature involved, and that is the con- 
tinual strandings of oil carriers. Even 
while coming up to their own docks 
where, if anywhere, the depth of the 
channel shouid be known, and it should 
be a simple matter for the shipowner 
to regulate the draught of his vessels 
su that they May negoiuate the P.ssage 
to their berths, these vessels continu- 
ally take the ground, in many cases 
having to be forced through the mud to 
reach their berths. On the face of it, 
damage sustained in this way would not 


.seem to be chargeable to underwriters, 


for if, for his own purposes, a shipowner 
loads his vessel to such a depth that 
she cannot navigate a certain channel 
during the course of her voyage with- 


_ out touching bottom, that fact removes 


the happening from the “accidental 
stranding” class covered by a marine 
policy, and makes it a happening which 
is not fortuitous and unforeseen, aid, 
therefore, one not chargeable to hull 
underwriters. 


Inchmaree Clause 


Lately it has been suggested that 
some such claims may be recoverable 
under the Inchmaree Clause as being 
“loss of or damage to hull or machinery 
caused by the negligence of the mas- 
ter,” inasmuch as it is negligence on the 
part of the master to attempt to navi- 
gate a channel at a state of tide which 
results in stranding. It may be pos- 
sible in some cases for the owner to 
make out a case showing the claim to 
be due to the negligence of the master 
as opposed to overloading, but in the 
majority of cases the loss would seem 
to properly fall upon the owner. 

One of the important features of all 
tanker claims is the heavy charge for 
cleaning and steaming of tanks, and if 
underwriters are to make any money 
out of tanker business, this fact should 
be taken into consideration, and either 
an appropriate rate charged with this 
in mind, or else the business should 
be written with a substantial deduct- 
ible average, or else all claims for 
steaming and cleaning of tanks should 
be excluded. 


Mention of the Inchmaree Clause 
brings up a point which is at present 
the subject of some controversy. The 
question as to whether the Inchmaree 
Clause covers the cost:of repairing or 
replacing that part of a vessel which 
contained the latent defect has reached 
some acuteness. The wording of the 
clause, of course, covers “loss of or 
damage to hull or machinery through 
* * * bursting of boilers, breakage of 
shafts, or through any latent defect in 
machinery or hull * * * .” Looking 
at the clause broadly, it is apparent it 
was never the intention of underwriters 
to give a blanket guarantee to a ship- 
owner that his boat would contain no 
latent defect at the time he took out 
his insurance, and that if it did they 
would make the same good. The cases 
decided on the point seem to bear out 
this view. There is no American case 
directly in point, the nearest one being 
the Cleveland & Buffalo Trans. Co. vs. 
the Insurance Company of North Amer- 
ica, but no definite decision on the point 


was actually arrived at, as the case 
finally resolved itself into a question of 
negligence of the crew. The two main 
English cases are Hutchins vs. the 
Royal Exchange, and the Oceanic 8S. 8. 
Co. vs. Faber. In the latter case under- 
writers were held not liable for the 
cost of replacing a stern frame which 
contained a latent defect discovered 
during the currency of theif policies. 
British Adjusters 


At the present time, this question has 
a renewed interest, as we are told that 
English underwriters are paying claims 
of this sort. It has not hitherto been 
the practice of English underwriters to 
pay these claims, but it certainly seems 
to be a fact that New York cable- 
brokers obtain more consideration in 
the English market than the English 
brokers themselves. If it is a fact, as 
it appears to be, that while English 
underwriters pay claims of the sort 
mentioned above on adjustments where 
American underwriters. are also inter- 
ested, but do not pay them, or have not 
been in the habit of paying them, where 
the whole of the insurance is placed in 
England, there is in existence a rather 
peculiar state of affairs. There is no 
doubt that the &nglish market is being 
caused some concern over the strides 
which have been made by the New 
York market, and particularly is the 
formation of the American Hull Syndi- 
cates viewed by them with some seri- 
ousness, as a mark in the progress 
made in the formation of a stable 
market here. It looks as if history were 
repeating itself that the action of Eng- 
lish underwriters in undercutting Amer- 
ican hull rates twelve months or so ago 
is now being emulated by English ad- 
justers in handling losses, and this is a 
fact which should be borne in mind 
when dealing with claims where HEng- 
lish underwriters are co-insurers. 

During the past year one or two 
features have cropped up which may be 
worthy of note. One of these was the 
calling of surveys on Sunday by var- 
ious adjusters. American hull policies 
provide that due notice of survey be 
given, and adjusters claim that if it 
suited the shipowner to call a survey on 
Sunday, that notice of this survey con- 
stituted the due notice called for by the 
policy. The underwriters took the stand 
that inasmuch as Sunday is a legal holi- 
day, a survey on that day would not be 
recognized by them, and would not be 
considered a fulfillment of policy con- 
citions. Late.y there have been fewer 
surveys called for Sundays. 

Log Book Entries 


Another feature has been the re- 
markable divergence in some cases be- 
tween the protests submitted in sup- 
port of some claims, and the log books 
covering the same happenings. In one 
case, the protest showed a stranding on 
a certain date, whereas an examination 
of the log book disclosed no mention 
whatever of the vessel touching the 
ground. The reason sometimes given 
for discrepancies of this sort is that the 
master or mate of the vessel sometimes 
hesitates to insert in his log a note of 
an accident because he does not desire 
to spoil his record, but this seems rather 
far-fetched, as masters realize that it is 
necessary, in order for their owners to 
collect claims from their insurers, that 
the log book contain full details. There 
have been other cases where log books 
produced have been in various handwrit- 
ings, and with entries apparently made 
at varying times. This may be due in 


(Continued on page 22) 
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In both the U. K. and U. S. A. the 
number of companies transacting ma- 
rine insurance prior to the war was 
comparatively small. In England the 
number was about forty-five. There 
were, in addition, a few German insur- 
ance companies and a few others trans- 
acting marine insurance, especially in 
the London and Liverpool markets. 
With the advent of the war, all the Ger- 
man companies had, perforce, to cease 
operations, and, with the gradually in- 
creasing values, it became necessary 
for further facilities, and the extension 
of the market took place first of all by 
non-marine companies launching out 
into the marine insurance market, and 
secondly by the formation of new ma- 
rine insurance companies. 

The influx of Companies Into Great 
Britain 

The caution exercised by British un- 
derwriters in the first period of the war 
in. the acceptance of war risk insur- 
ances, led a good many foreign compa- 
nies, especially Scandinavian, to extend 
their activities to the British markets. 
It was about 1917 that the boom of for- 
mation of new marine insurance compa- 
nies took place, and since 1918, 1919 and 
1920 have seen the birth of several 
more, with the result that there are 
quite one hundred thirty to one. hun- 
dred forty companies now transacting 
marine insurance on the English mar- 
ket, apart from foreign companies. The 
same may be said of the American 
market, though, perhaps, the ratio of in- 
crease in the number of companies was 
even more pronounced. 


During the war, it was comparatively 
easy for all companies to secure both 
premium income and profits, the domi- 
nant factors being that of high rates 
and high values. With the ending of 
the war, it was inevitable that the pre- 
mium incomes of insurance companies 
should undergo considerable reductions, 
and some companies, especially some 
oi the new companies, began to see 
their large premium incomes of war 


days gradually dwindle away. 


Plural Underwriters 


It is only right to state at this junc- 
ture, that whilst it was comparatively 
easy to form a great number of new 
insurance companies, it was very much 
the reverse for those companies to find 
underwriters of experience and ability. 
First of all, the supply of available 
deputy underwriters was exhausted and 
some companies foolishly appointed 
underwriters who had not the slightest 
experience of underwriting. In a few 
cases, brokers were appointed as under- 
writers, some of whom had only had about 
three or four years’ experience all told. 
Identically the same thing took place 
in New York and elsewhere in U. S. A. 
On the other hand, some of the new en- 
trants into the marine insurance mar- 
ket, realizing the difficulty of securing 
the services of experienced underwrit- 
ers, decided to appoint underwriters 
who already wrote for other companies, 
thus the system of “Plural Underwrit- 
ers” was put into operation in England. 
Apart from Lloyd’s, the system of plu- 
ral underwriters hardly existed in Eng- 
land, but today some ten underwriters 
act for 35 to 40 companies between 
them. 


at ew! 


To revert to the dwindling premium 
incomes, some of the new entrants who 
perforce had to appoint inexperienced 
underwriters, apparently sought salva- 
tion in writing large accounts in the 
years 1919 and 1920, and the results 
must have been disastrous for some of 
them. At the time of writing, it is pos- 
sible to-cite one example; the General 
Marine Underwriters’ Association, Ltd., 
a small company established in 1918 
with a paid-up capital of £62,500. The 
premium income of this company in 
1919 was approximately £400,000. The 
company is now in liquidation and the 
liquidator reported recently that the 
company will not be able to pay more 
than 10/— to 12/6 to the creditors, the 
shareholders losing the whole of their 
capital. 


The Future? . 


What are the prospects for marine 
insurance in the near future? They 
necessarily depend on several factors. 
One is that of values. Values now are 
decreasing in all directions. The result 
is decreased business and increased 
competition. The second is increased 
losses as a result of the increasing 
moral hazards. Take a cargo insurance 
as an example. When values were ris- 
ing the consignee, eager to take posses- 
sion of his goods would either make a 
moderate and reasonable claim in the 
event of damage, or, if the damage was 
small, would not bother about it. To- 
day he will seek to make up his loss 


' against the underwriter by endeavoring 


to collect when possible, total losses, 
leaving the underwriter to dispose of 
the goods. Take the hulls. A fair num- 
ber of the present-day shipowners are 
individuals who acquired them during 
the war and during 1919, at very in- 
flated cost. Underwriters know by ex- 
perience how many total losses and 
other losses they have to meet when 
there is a slump in freight, which gen- 
erally means a slump in the value of 
shipping. 

Judged solely and particularly from 
this standpoint, it would appear that the 
prospects of both the British and 
American markets do not appear to be 
rosy- On the other hand, the result of 
the liquidation of insurance companies 
in both markets and the withdrawal 
from the markets of some of the com- 
panies, will clear the air a little. In 
reducing the number of insurance com- 
panies, you necessarily reduce competi- 
tion, but the full effect cannot be ob- 
served for some years to come. 


Will Persist To Bitter End 


It must be borne in mind that some 
of the companies were launched with 
fairly large capitals, and some of them 
will persist to the bitter end rather than 
withdraw. On the other hand, and es- 
pecially on the British market, there is 
a tendency for some of them to amalga- 
mate, and if the process of amalgama- 
tion goes on, it will again have the 
effect of reducing the number of com- 
panies and consequently of reducing 
competition. 

It is not possible, insofar as marine 
insurance is concerned, to use simply as 
a criterion the British and American 
markets. It is not in those markets 
alone that the number of companies 
transacting marine insurance increased 
largely. Throughout Europe, and even 
in Germany, new marine insurance com- 
panies have made their appearance. In 
Portugal, Spain, France, Denmark, Nor- 
way, Holland, Italy, Japan and Greece, 
the number of companies transacting 


marine insurance increased in an even 
higher ratio than England. Latterly, 
even to India the fever of forming new 
companies has extended. 

With very few exceptions, it has been 
realized in all markets where marine 
insurance business is transacted, that 
there is no promised land for further 
new companies. The zenith has been 
reached, and now the process of elim- 
ination is taking place everywhere, and 
the elimination is taking place in three 
forms: (1) Liquidations. (2) The with- 
drawal of composite offices from the ma- 
rine market. (3) Amalgamations. 

Sums Up 

In conclusion, the quicker these three 
processes can be made to go, the sooner 
will the markets of the world, and es- 
pecially the British and American ma- 
rine markets, begin to see prospects of 


continuing their business with fai; 
prospects of making profits. 

A word in regard to co-operation 
amongst underwriters may not be 
amiss in this article. Both in America 
and in England, complaints about the 
lack of co-operation amongst under. 
writers have been loud. The larger the 
number of companies, the less the prob. 
ability and possibilities of co-operatian, 
When the number of companies are re. 
duced to market requirements, the more 
possible will it be for co-operation to 
take place amongst underwriters. 

The views expressed here have neces. 
sarily been. confined to the study of one 
or two points, and for this reason the 
consideration of one of the evils in the 
marine insurance world today, namely, 
that of theft, pilferage and short deliy. 
ery has not been attempted. 














What Delay Causes Deviation? 











The question of whether delay in de- 
livery of cargo such as now obtains at 
Havana constitutes a deviation, as con- 
templated under a policy of marine in- 
surance covering on cargo, is a moot 
point and one in respect of which 
there seems to be little or no precedent 
by which a decision may be influenced. 

The deviation clause when first con- 
ceived was indubitably intended to ap- 
ply only to the actual voyage of the 
ship and covered only deviation from 
or change of voyage from that first pro- 
posed. 

In time, however, especially as ap- 
plied to cargo, due to increasingly 
greater ramification of business and to 
the more complete adaptation of marine 
insurance in respect of cargo to cover 
risks on dock and latterly to a full and 
continuous cover under the so-called 
“warehouse to warehouse clause (from 
warehouse of shipper to warehouse of 
consignee,) the deviation clause as re- 
gards cargo has come to be understood 
to mean, when the warehouse to ware- 
house clause is used, as covering any 
material departure from, or change in 
the risks insured against. It must, of 
course, be understood that in all marine 
insurance on cargo, even when the ware- 
house to warehouse clause is embodied 
in the contract, unless pre-arranged to 
the contrary, there is an implied war- 
ranty that the venture will be prosecut- 
ed in the usual and customary way and 
that the shipment will go forward in 
the usual course of transit and with due 
dispatch as obtains in normal times. 

The Havana Delay 

Whether or not delay such as at Hav- 
ana voids the policy or whether such 
delay constitutes a deviation and is held 
covered under the deviation clause 
would seem to hinge on the fact of the 
delay being with or without necessity 
or just cause. In the case of Havana, 


the shippers would seem to be innocent 
of any wilful or unnecessary act in con- 
tributing to or procuring the non-de- 
livery, so it is reasonable to conclude 


that the delay is a deviation from the 
original venture and therefore covered 
under the deviation clause. 

This being so there are two classes 
of cargo to be considered—one insured 
without the warehouse to warehouse 
clause and the other containing this 
feature, this for the reason that there is 
to be dealt with undischarged cargo in 
vessels lying in Havana, and cargo 
which has been discharged but lying on 
the docks and which the consignees 
have been unable to obtain delivery of. 
In the case of cargo which is insured 
without the warehouse to warehouse 
clause the insurance would be held 
covered under the deviation clause at 
an additional premium, while cargo is 
laying in the vessel, but the insurer 
would be discharged from liability upon 
the landing of the goods. With the 
warehouse to warehouse clause the in- 
surance would be held covered under 
the deviation clause not only while in 
the vessel but also while on dock and 
until delivered to consignee, at an addi- 
tional premium. 

It has been said that there exists in 
Havana a situation which seems to be 
indigenous only to that place and 
which, if it does exist, has quite an im- 
portant bearing on the situation. This 
element is that merchants in Havana 
are said to use the custom house practi- 
cally as a storage warehouse inasmuch 
that instead of taking delivery of their 
goods and removing same from the cus 
tom house at the earliest possible mo 
ment, the goods are left for storage in 
the custom house, the merchant for this 
accommodation paying a consideration 
for storage. 

If this is so it would mean that the 
custom warehouse would be regarded as 
analogous to the consignee’s own wale 
house, i. e., the custom warehouse would 
become the warehouse of the consignee 


‘and in that event insurance under the 


so-called warehouse to warehouse clause 
would cease as soon as the goods are 
deposited in the customs warehouse. 
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A few years ago Dr. S. S. Huebner 
was known to the insurance world mere- 
ly as an instructor of insurance of the 
University of Pennsylvania and as the 
author of a text book on life insurance. 
Today, as the marine insurance expert 
on the Committee on Merchant Marine 
and Fisheries of the House of Repre- 
sentatives and as the author of the ma- 
rine insurance bill for the District of 
Columbia recently introduced into the 
House and Senate and as the author of 
a text book on marine insurance, he is 
one of the best known men in the ma- 
rine insurance business. He has also de- 
veloped as a very effective speaker be- 
fore insurance commissioners and con- 
gressional committees. 

Dr. Huebner has done wonders. He 
first introduced the subject of insurance 
at the University of Pennsylvania 
seventeen years ago and the course 
probably was the first of a practical na- 
ture started by any of the universities 
in this country, other courses being of 
a historical or legal character. During 
the years 1911 to 1914 he served as ex- 
pert to the Committee on Merchant Ma- 
rine and Fisheries of the House of Rep- 
resentatives in the famous shipping in- 
vestigation. He had charge of that in- 
vestigation and prepared the “Report 
on Steamship Agreements and Affilia- 
tions.” This investigation preceded and 
led up to the Shipping Act of 1914 and 
the creation of the United States Ship- 
ping Board. He participated actively 
in the drafting of the Shipping Act, and 
Judge Alexander, now secretary of 
commerce, and himself prepared the 
larger part of the Act, working in close 
co-operation and sympathy with George 
W. Edmonds, congressman from Phila- 
delphia, chairman of the committee, 
and one of the leading advocates in 
America of American insurance. 

From the very beginning of his con- 
nection with the University of Pennsyl- 
vania, all lines of insurance were 
specialized in. At the present time at 
the University there are being run sep- 
arate courses in life insurance, fire in- 
surance, casualty insurance and marine 
insurance. Work is also give in actu- 
arial science. 

As far back as 1905 Dr. Huebner 
made a study of “The Development of 
Marine Insurance in the United 
States,” published in the Annals of the 
American Academy of Political and So- 
cial Science in 1915, and subsequently 
republished in the “Yale Insurance 
Readings.” During this investigation 
he reached conclusions quite similar to 
those developed during the recent ma- 
rine insurance investigation. At that 
time Dr. Huebner thought it a pity that 
the United States should miss its oppor- 
tunities in the way it was doing and he 
hoped from year to year that an oppor- 
tunity might present itself to him 
whereby he could participate in some 
energetic movement to put this country 
on the marine insurance map. He little 
dreamed that that opportunity would 
come when it did, but was glad of the 
chance so afforded him. 

Dr. Huebner has made two very in- 
teresting reports on marine insurance 
Which have been read generally by un- 
derwriters. In addition to drafting 
these he had general charge of the in- 
Yestigation which was conducted large- 
ly by correspondence. During the last 
months of the investigation a con- 
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siderable amount of his time was de 
voted to -the preparation of the marine 
insurance bill recently introduced in 
the House and thé Senate. Two other 
books written by Dr. Huebner are 
“Life Insurance” and “Property Insur- 
ance.” 


* * * 


R. A. Dean, manager of the insurance 
department of the United States Ship- 
ping Board, is a graduate of Harvard 
College and of Harvard Law School. 
In 1905 he began the practice 
of law in Fall River, Mass., and two 
years later was made a member of the 
Constitutional Convention in Massa- 
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chusetts. Mr. Dean came to the Ship- 
ping Board as counsel on the commit- 
tee of military re’ations. Later, he be- 
came assistant counsel. In March, 
1220, he was appointed general coun- 
sel and a member of the board of trus- 
tees of the Fleet Corporation. In Aug- 
ust, 1920, he became special assistant 
to the chairman of the Shipping Board 
and to the president of the Fleet Cor- 
poration, which position he now occu- 
pies in addition to other duties. 
o* * cal 


The Associated Industries of Massa- 
chusetts, an organization which con- 
sists of a great many of the leading 
manufacturers of that state, has been 
paying considerable attention to the 
subject of insurance and has arranged 
for monthly lectures on the subject, 
and the fact that sometimes as many 
as two hundred men are present shows 
the wide interest there is in insurance. 

Thomas E. Sears, Inc., of 80 Maiden 
Lane, is insurance counse! of the Asso- 
ciated industries of Massachusetts, and 
S. Wilson Richards, of that corporation, 
has appeared several times before the 
association delivering lectures on such 
topics as “Transit Insurance,” “Marine 
Insurance in Relation to Export Trade,” 
“Theft and Pilferage Insurance.” 

s: * # 


The marine insurance men express 
themselves as interested in the investi- 
gation now under way by the New York 
Insurance Department on petty graft- 
ing on the part of forwarding agents 
who charge their South American cli- 
ents more for marine insurance than is 
warranted and pocket the difference. 
The local sentiment in insurance offices 
is that the inquiry will develop a 
species of graft that has existed for 
years, but they do not see any tangible 
result that will be accomplished. 


Aa 
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K. Kagami, head of the Tokio, has ar- 
rived in Japan after his trip around the 
world. This extraordinary insurance 
man, who had a training in underwrit- 
ing extending over a number of years 
in England and who has built up a com- 
pany that is amazingly successful, made 
many friends on his journey, which in- 
cluded this country, The 1920 figures 
of the Tokio are not out yet, but it wil! 
be recalled that on December 21, 1919, 
it had $50,000,000 assets and $40,000,- 
000 surplus, the surplus being greater 
than that of any other fire and marine 
insurance company. 

a7 » Bo 


Cecil P. Stewart, president of the 
American Merchant Marine, is visiting 
England, France, Holland, Belgium and 
the Scandinavian countries. 


An aviator, who was about to take a 
trip from Key West to South America 
by aeroplane, visited marine offices this 
week in an attempt to cover the jour- 
ney. He was referred to Jack Keegan, 
of Johnson & Higgins, who knows 
everything there is to know about find- 
ing Lloyd coverage. The aviator seemed 
greatly offended when informed that 
the journey was considerable risk. “I 
don’t think so,” he said. 


The 1921 Record of the American Bu- 
reau of Shipping will be ready for dis- 
tribution next week, it is stated, and 
will contain names and data of 15,860 
vessels of every nationality. 

* a * 


The Marine Fire Hazards Committee 
of the National Fire Protection Asso- 
ciation has completed its report on ma- 
rine fire protection. The committee has 
been working on this subject since the 
latter part of 1919. Copies of the re- 
port will be available for publication 
after the N. F. P. A. meeting. Samuel 
D. McComb is chairman of the marine 
committee, and Capt. C. A. McAllister 
is a member. 

ec 8 


The eighth annual convention of the 
National Foreign Trade Council will be 
held in Cleveland this year on May 4, 
5, 6 and 7. Representatives of every 
interest. of importance in American for- 
eign trade, including several marine in- 
surance men, are members of this or- 
ganization. 

7 * * 


American foreign trade last year 
with European countries decreased on 
the who'e, but this was more than off- 
set by increased freight traffic with 
other~ nations, including in particular 
the South American republics. From 
a marine underwriting point of view 
European trade is preferable because 
the port and shore hazards involved are 
far less onerous. 

nue. 8 


Regarding the theft and pilferage 
situation in England, a British under- 
writer wrote the following in a review 
of 1920 for “Fairplay”: 

“Much has been written about claims 
for pilferage, but nothing like the ac- 
tual facts can be given. Claims for pil- 
terage and short delivery have been ap- 
palling, and many first-class accounts 
show a balance on the wrong side from 


these items alone. I have been shown 
accounts over two and three years 
where the marine claims have been ex- 
ceedingly small, and all the premiums 
have been wiped out by pilferage 
claims, Although the 75 per cent clause 
will minimize losses to some extent, it 
will not overcome the difficulty until a 
fair premium is secured for the theft 
risk, and in these days it seems impos- 
sible to secure it.” 
+ of + 


A new insurance company registered 
in London is called The Tankers. It is 
an offspring of the Anglo-Persian Oil 
Co. 
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The developments of the marine re 
insurance business in the year 1920 
have brought to light the difficulties 
which have to be overcome in the ma- 
rine re-insurance market in this coun- 
try, on account of several reasons. 


As emphasized on previous occasions 
the main principle of re-insurance is “a 
little of everything.”’ When we look at 
the re-insurance market in other coun- 
tries, we will find that companies deal- 
ing especially with this kind of busi- 
ness have great numbers of different 
re-insurance contracts on their books 
giving them a smal’ proportion of the 
business extended all over the world as 
far as possible. This involves the par- 
ticipation in the loss or profits of nu- 
merous trades. A European company, 
for instance, has an interest in the 
trade in the Atlantic Ocean, North Sea, 
Baltic, Scandinavian, Mediterranean, 
South Africa, East Indies, etc. In case 
a certain trade gives poor results they 
are more apt to compensate same with 
the profits of other business and the 
large spread gives them a better guar- 
antee of average. 


General results in the New York 
market have shown, for 1920, what a 
great advantage it would be if such a 
spread of business could be obtained 
among the American marine insurance 
companies. Therefore, in order to build 
up a permanent and strong ‘American 
re-insurance market it wil! be neces- 
sary to consider very seriously the ex- 
perience and system of old re-insurance 
companies. 


The general average profit under any 
marine re-insurance contract is such 
that heavy losses cannot be afforded 
for any length of time especially when 
the game has been played with only a 
few cards. 


Many a time, as president of one of 
the foreign chambers of commerce, I 
have lectured on the benefit of a good 
mutual understanding. This also applies 
to American companies doing business 
with foreign concerns. It is difficult to 
understand how generally, and some- 
times utterly unknown are the business 
systems and customs among peope of 
different nationalities. One is always 
apt to look at things from his own 
point of view for the reason that he 
cannot see the other man’s, due to lack 
of knowledge of customs and habits. 


The fundamental basis of re-insurance 
business is confidence and mutual ap- 
preciation. Any agreement built upon 
an understanding of this kind is bound 
to succeed and continue. 


I appreciate fully that if an American 
re-insurance company is founded and 
wishes to work along the old-estab- 
lished principles and unwritten laws of 
the re-insurance business, that company 
will require a tremendous capital or 
surp us. There should be a possibility 
of adjusting things so that this coun- 
try would not stay behind in the re-in- 
surance business and depend upon 
others. Few people realize the tremen- 
dous bulk of re-insurance business 
transacted in Europe, but statistical fig- 
ures in regard to same would surprise 
a& great many. 
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Recoveries From Carriers 
By JAMES H. LYONS, Insurance Cesieisiy ak North America 

















Most merchants do not seem to rea- 
lize that a marine insurance contract is 
one which calls for certain acts which 
are to be performed by the assured be- 
sides declaring his risks and paying 
premium thereon. 

Take, for instance, a case where a 
man is insured against theft. We will 
suppose he shipped three cases of mer- 
chandise from, say New York to Hav- 
ana, Cuba. The vessel met with no ac- 
cident during the voyage, yet the cases 
were never delivered at destination. 
He will immediately on hearing of this 
non-delivery file claim upon his under- 
writers, and whem he receives a reply 
from them stating that they are not re- 
sponsible for mere non-delivery unless 
occasioned by peril insured against, and 
for him to file a claim against the 
carrier, he gets very much .exercised, 
and threatens his underwriters with 
suit; or if he does file a claim upon the 
carrier, and if they know he carries in- 
surance on his goods, they invariably 
decline the claim and refer him to his 
underwriters. 

Sue ahd Labor Clause 

In nearly all cases, however, the in- 
surers are willing to advance the as- 
sured the amount of his claim to protect 
him from any pecuniary loss arising 
from delay in collecting this amount 
from carriers, but this advance is not 
a payment, it is merely a loan without 
interest and is to be repaid to the in- 
surers upon any recovery from the 
carrier up to the amount advanced by 
the insurers. The assured should take 
the necessary steps to recover his loss 
from the carrier exactly as if he was un- 
insured. It is mandatory for him to do 
this under the Sue and Labor Clause 
in his policy, which provides “in case 
of any loss or misfortune, it shall be 
lawful and necessary to and for the 
assured, his or their factors, servants 
and assigns, to sue, labor and travel for, 
in and about the defense, safeguard and 
recovery of the said goods and merchan- 
dise, or any part thereof, without preju- 
dice to this insurance; nor shall the 
acts of the assured or insurers, in re- 
covering, saving and preserving the 
property insured, {n case of disaster, be 
considered a waiver on an acceptance 
of abandonment; to the charges where- 
of, the said insurance company will 
contribute according to the rate and 
quantity of the sum herein insured.” 

At common law a common carrier is 
an insurer of the property received by 
him for transportation against every 
loss happening thereto while in his pos- 
session, unless occasioned by the act of 
God, such as a storm or lightning, a 
cause beyond the carrier’s control. An 
unusual and extraordinary flood is an 
act of God, but if through any negli- 
gence of the carrier the goods are ex- 
posed to damage, the cause of the loss 
is the carrier’s act, and he will be held 
responsible. In the early part of the 
Nineteenth Century, the carrier began 





to limit his responsibility by special 
agreement. These limitations were in- 
serted in the bill of lading, and were 
held not to be unreasonable if because 
of the nature of the merchandise its 
carriage was attended with unusual risk. 
The carrier, however, from time to time 
multiplied the limitations under which 
he would carry goods, even going so far 
as to try and secure immunity from 
negligence itself, but it was declared by 





JAMES H. LYONS 
the Courts to be against public policy 
for him to relieve himself by contract 
from the consequences of his own negli- 
gence. 

Most bills of lading now contain the 
clause that the carriers shall have the 
benefit of any insurance effected on the 
goods. This is offset by the following 
clause appearing in the policy of insur- 
ance: ; 

“Warranted by the assured that this 
insurance shall not enure directly or 


indirectly to the benefit of the carrier 
or other bailee, by stipulation in bill of 


- lading or otherwise, and any breach of 


this warranty, and any act or agree- 
ment by the assured, prior or subse- 
quent hereto, whereby any carrier or 
party liable for or on account of loss 
of or damage to any property insured 
hereunder, is given the benefit of any 
insurance effected thereon, shall render 
this policy of insurance null and void.” 


“Julia Luckenbach” Case 

In the W. J. McCahan Sugar Refining 
Co. vs. Steamer “Julia Luckenbach,” the 
owners of the cargo of sugar were ad- 
vanced the amount of their claim under 
a loan receipt and then sued the steam- 
ship company for the damage. The car- 
riers contended that they should have 
the benefit of the insurance effected on 
the goods, but the Court stated that as 
the policies containing the above clause 
antedated the shipment, the policies 
were voided by the issuance and accep- 
tance of the bill of lading, and the form 
of receipt so issued was valid as a loan. 
This case was finally heard by the Su- 
preme Court of the Unjted States, which 
confirmed the decision of the lower 


Courts, and in delivering the opinion 
Mr. Justice Brandeis said: 

“Agreements of this nature have been 
a common practice for years. It is clear 
that if valid and enforced according to 
their terms, they accomplish the desired 
purpose.“ They supply the shipper 
promptly with money to the full extent 
of the indemnity or compensation to 
which he is entitled on account of the 
loss; and they preserve to the insurers 
the claim against the carrier to which 
by the general law of insurance, inde- 
pendently of special agreement, they 
would become subrogated upon payment 
by them of the loss. The carrier insists 
that the transaction, while in terms of 
a loan, is in substance a payment of in- 
surance; that to treat it as if it were 
a loan is to follow the letter of agree- 
ment and to disregard the actual facts, 
and that to give it effect as a loan is to 
sanction fiction and subterfuge. But 
no good reason appears either for ques- 
tioning its legality or for denying its 
effect. The shipper is under no obliga- 
tion to the carrier to take out insurance 
on the cargo, and the freight rate is 
the same whether he does or does not 
insure. The general law does not give 
the carrier, upon payment of the ship- 
per’s claim a right to subrogation 
against the insurers. The insurer has, 
on the other hand, by the general law, 
a right of subrogation against the 
carrier * * * It is essential to the 
performance of the insurer’s service 
that the insured be promptly put in 
funds, so that his business may be con- 
tinued without embarrassment. Unless 
this is provided for, credits, which are 
commonly issued against drafts or notes 
with bills of lading attached, would not 
be granted. Whether the transfer of 
money or other things shall operate as 
a payment, is ordinarily a matter which 
is determined by the intention of the 
parties to the transaction. The insurer 
could not have been obliged to pay until 
the condition of their liability, i. e., non- 
liability of the carrier, had been estab- 
lished. The shipper could not have been 
obliged to surrender to the insurers the 
conduct of the litigation against the 
carrier, until the insurers had paid. In 
consideration of securing them the 
right to conduct the litigation, the in- 
surers made the advance. It is credit- 
able to the ingenuity of business men 
that an arrangement should have been 
devised which is consonant both with 
the needs of commerce and the de- 
mands of justice.” 


Cannot Escape Liability 


Therefore, in view of the above, when 
a loss occurs which is occasioned by the 
carrier’s negligence, he cannot escape 
his liability by stating that the goods 
were insured and for the assured to 
look to his underwriter for settlement. 

This decision also confirms what the 
underwriters have always contended, 
that they are not obliged to pay any 
loss for which a carrier or .bailee is 
primarily responsible, until the carrier’s 
liability has been determined, which 
takes anywhere from one month, to two, 
three or four years and sometimes more. 
Therefore, the advance which the in- 
surers make to the assured is for his 
benefit alone, and in view of the insur- 
ers putting him in funds for a loss for 
which they are not liable, he should 
make every effort to effect this recov- 
ery from carrier. 


Carriers, however, take advantage of 
every little technicality and every error 
or omission on the part of the claimant, 
to avoid paying their just claims. This 
applies particularly to the time within 
which claims must be filed, the non. 
compliance with which deprives the 
claimant from recovering. This time 
limit varies in the different bills of lad- 
ing. In the express receipt it is within 
four months from date of delivery, or 
within four months allowing a reason- 
able time for delivery. In some of the 
ocean bills of lading, it is stated that 
claim must be presented within three 
days from the time goods are landed. 
Some are two weeks, four months, et- 
cetera. It is frequently impossible for 
a claimant to file his claim within three 
days after the ship has landed his goods, 
so in order that the carrier cannot take 
advantage of this clause, it is impera. 
tive that the claimant examine his 
goods immediately upon arrival at his 
store or warehouse, and if it is impos 
sible to determine the amount of his 
claim within the time specified, he 
should write a letter to the carrier stat- 
ing that his goods arrived damaged or 
short, and that a claim will be lodged 


.against them, the particulars of which 


will follow at a later date. He should 
also call the agent of the carrier on the 
plfone and give him an opportunity to 
examine the shortage, or damaged 
goods. He should obtain the name of 
the man with whom he talked, and take 
note of same. This conversation should 
be confirmed by letter, in which should 
be stated the name of the man who was 
notified of the damage or shortage. 
Copies of all correspondence should be 
kept, and these can later be forwarded 
to underwriters as a part of the sup 
porting documents. 

The copies of this correspondence are 
necessary in order that the underwriter 
may know that the assured has per 
formed this part of the contract by 
claiming against the carrier, and that 
by filing his claim against the carrier, 
he has not lost the right of recovery 
against them. 

Loss Documents Needed 


The following documents are required 
on all losses where a carrier is primar 
ily responsible. 

Original Bill of Lading. If the orig 
nal has to be filed with the carrier, 4 
copy should be made of same, and tt 
should be compared with the original. 
The copy should obtain the following 
certification: “I have compared this 
with the original bill of lading and here 
by certify this is a true and correct 
copy.” 

Original Freight Bill. If copy, above 
remarks_apply. 4 

If express receipt is issued, Original 
Express Receipt; if copy, above Tf 
marks apply. 

Original Invoice or certified copy. 

In case of non-delivery or shortagé 
Affidavit of Packer which must state the 
articles packed and shipped, as the bill 
of lading issued will only show as ev 

(Continued on page 20) 
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Builders’ Risk Insurance 
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Extent of—This branch of marine in- 
surance is comparatively recent, and 
probably represents the most important 
new development in the business. It re- 
lates to the risk connected with the 
construction and repairing of hulls, and 
for this reason is often classified as a 
branch of hull marine insurance. As 
yet the business has not assumed large 
proportions as far as American compa- 
nies are concerned, but there are indi- 
cations that point to greater prominence 
in the near future. Returns from fifty- 
three American companies for 1918, 
showed that twelve transacted no busi- 
ness of this character; that six re- 
ceived one-half of one per cent of their 
marine premium income from this 
source; seven between one-half of one 
and one per cent; four between one 
and two per cent; six between two and 
three per cent; five between three and 
four per cent; four between four and 
five per cent; four between six and 
seven per cent; one between eight and 
nine per cent; three, ten per cent; and 
one, thirty-four per cent. Much the 
same situation is shown by the reports 
received from American branch offices 
of foreign admitted companies. But, as 
in the case of hull insurance, the prac- 
tice of exporting insurance directly to 
the foreign market is also resorted to 
very largely in the case of builders’ risk 
insurance. 


General Nature of the Risk—The na- 
ture of the risk covered differs so radi- 
cally from the other ordinary types of 
marine insurance that it was found 
necessary to use an entirely different 
form of policy. ‘Strictly speaking, ma- 
rine insurance covers property which is 
afloat. But as already noted, marine in- 
surance is reaching inland, and, as in the 
case of the warehouse to warehouse 
clause, is to that extent becoming 
transportation insurance. To a large ex- 
tent builders’ risk insurance represents 
another encroachment, since it protects 
the vessel before it takes to the water, 
and to this extent is essentially a 
“shore cover.” All things considered, 
the policy in general use is exceedingly 
liberal in its wording and probably rep- 
resents the nearest approach to full 
protection that can be found in the in- 
surance market. During the war ship- 
building in this country was mostly con- 
ducted by the Government, and the risk 
was carried under. a self-insurance ar- 
Tangement. But with the coming of 
peace the business will in all probability 
revert back to private underwriters and 
with the tremendous impetus given to 
shipbuilding in the United States during 
the last few years there is every reason 
to believe that this branch of the ma- 
rine insurance business has a bright 
future before it. 


Term of the Contract and Valuation 
of the Subject Matter.—Owing to the 
large size of modern steamers, builders’ 
tisk policies often involve very large 
amounts of insurance and run for long 
periods of time. The term of the con- 
tract begins from noon of a certain date 
(New York, Washington, Chicago, or 
Some other time being specified) 
which is warranted by the insured to 
be the date of the laying of the keel, 
and extends until the vessel is delivered 
y the builders. Provision is made for 
the automatic extension of the insur- 
_ beyond the first year if the vessel 
: ould not be delivered within a speci- 
ed time, such as twelve months from 


noon of the date on which the Policy 
was issued. In such instances the only 
endorsement is one providing for the pay- 
ment of an additional monthly pre- 
mium for the further period at a cer- 
tain agreed rate per annum. In con- 
sideration of such additional premium, 
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receipt for which is attached to the 
contract, the policy is extended from 
noon of the date of expiration mentioned 
in the original policy until noon of the 
advanced date to which it is desired to 
extend the protection. 


Quoting the policy, it covers “on hull, 
tackle, apparel, ordnance, munitions, 
artillery, engines, boilers, machinery, 
appurtenances, etc. (including plans, 
patterns, molds, etc-), bolts, and other 
furniture and fixtures, and all material 
building and designed for........ build- 
ME OE nscsicaue ” The limit of the un- 
derwriter’s liability is specified in the 
policy, and the vessel and other prop- 
erty are covered “for so much as con- 
cerns the assured, by agreement be- 
tween the assured and assurers” and 
are valued at a stipulated amount. 
Leave to increase the insurance from 
time to time is permitted, but ip such 
instances the valuation will increase ac- 
cordingly. This matter is important in 
order to determine to what extent the 
insured is a co-insurer. In other words, 
the underwriter is willing, in case of 
loss, to assume only his own proportion, 
i. e., he will pay the loss only in the 
proportion that the insurance carried 
bears to the completed contract price 
of the vessel. Provision is also made to 
the effect that the policy is “to pay its 
proportion of all general average and 
salvage charges, partial or total losses, 
without the right of subrogation of any 
remaining value in said vessel, etc.” 
Additional fire insurance may also be 
taken out by the insured, such insur- 
ance to contribute pro rata with the 
builders’ risk policy in the payment of 
any loss or damage by fire to the prop- 
erty insured. But should the loss or 
damage be due to causes other than 
fire, such additional fire insurance is not 
to be regarded as a part of the insured 
value. 


The Premium.—Premium charges ap- 


ply from the date of the commence- 
ment of the policy, and are based on the 
total liability which the underwriter 
would incur if the completed vessel 
(but before it is actually delivered) 
should become a total loss. Mention 
has already been made of the practice 
of charging an additional monthly pre- 
mium in case of failure to effect delivery 
of the vessel by an agreed time. But 
it may happen that the vessel will be 
completed at an earlier date. In that 
event the policy may be canceled, and 
the underwriter agrees to return a cer- 
tain percentage of the premium for each 
uncommenced month canceled. But it 
is expressly provided that the return 
premium shall not exceed a certain 
stated amount, such as, for example, 
one-half of the premium for the original 


‘term of the policy. The importance of 


this provision is apparent when we con- 
sider the unprecedented rapidity with 
which vessels were turned out during 
the recent war. Frequently construction 
was completed within a third or a quar- 
ter of the usual time required, and if 
underwriters were entitled to receive 
only that portion of the annual pre- 
mium upon cancellation of the contract, 
their aggregate premium income would 
probably be so small as to render 
doubtful the payment of losses likely to 
occur. 


Risks Applying Prior to Launching.— 
An analysis of the specific risks as- 
sumed under a builders’ risk policy 
shows: that they may be conveniently 
classified as relating either to the per- 
iod before the launching is actually 
completed, or to the period after the 
vessel has taken the water and before 
it has been actually delivered to the 
owners. With reference to the first, the 
policy not only covers the perils ordi- 
narily enumerated in a marine insur- 
ance contract, but greatly extends the 
underwriter’s liability by providing 
that: 


This insurance is also to cover all 
risks, including fire, while under con- 
struction and/or fitting out, including 
materials in buildings, workshops, 
yards, and docks of the assured, or on 
quays, pontoons, craft, etc.; and all risk 
while in transit to and from the works 
and/or the vessel wherever she may be 
lying, also all risks of loss or damage 
through collapse of supports or ways 
from any cause whatever, and all risks 
of launching and breakage of the ways. 


The wording of this clause is cer- 
tainly broad, and would seem to meet 
the situation in full as regards the con- 
struction of the vessel. But two fur- 
ther clauses extend the underwriter’s 
liability to consequential losses result- 
ing from accidents to the equipment 
necessary to construct and launch a 
vessel. The first of these provides that, 
in case of failure to launch, the under- 
writer shall bear all subsequent ex- 
penses incurred in completing the 
launching. The second covers the dam- 
age, while the vessel is being built or 
fitted out and either before or after 
launching, to hull, machinery, apparel, 
or furniture, caused by settling of the 
stocks, or failure or breakage of shores, 
blocking or staging, or of hoisting or 
other gear. 


Risks Applying Subsequent to Launch- 
ing.—After the vessel has taken the 
water the builders’ risk policy extends 
its coverage to all risks connected with 


the trial trips, “loaded or otherwise, as 
often as required, and all risks whilst 
proceeding to and returning from the 
trial course.” Any time during the cur- 
rency of the policy the vessel is also 
permitted to proceed to and from any 
wet or dry-docks, harbors, ways, cradles 
and pontoons. Naval vessels are per- 
mitted, in addition to the making of the 
trial trips, to fire their guns and ftor- 
pedoes; but in the event of loss or dam- 
age resulting to the vessel or its ma- 
chinery from this act the underwriter 
will not be liable unless there “results 
a total loss of the vessel.” Moreover, 


-the contract also covers negligence, ex- 


plosions, breakage, and latent defects in 
a comprehensively worded Inchmaree 
Clause. 

Liberality is also shown to the in- 
sured in the exercise of certain privi- 
leges. Not only does the contract con- 
tain the ordinary “Sue and Labor 
Clause,” but the insured is given “leave 
to sail with or without pilots, to tow 
and be towed, and to- assist vessels 
and/or craft in all situations, and to any 
extent.” Deviation is permitted subject . 
to an additional premium to be ar- 
ranged. Changes of interest in the ves- 
sel are declared not to affect the val- 
idity of the policy. Average claims are 
payable irrespective of percentage, and 
without deduction of one-third, whether 
the average be particular or general. 
In the event of salvage, towage, or any 
other assistance rendered to the in- 
sured vessel, or any vessel belonging 
in part or in whole to the same owners, 
the value of the service, regardless of 
the common ownership of the vessels, 
will nevertheless be paid, following the 
ascertainment by arbitration. 

Property and Personal Damage Lia- 
bility—Thus far our discussion has re- 
ferred to the underwriter’s assumption 
of liability for loss or damage to the 
insured vessel. But another serious type 
of loss is the legal liability of the in- 
sured for payment of property or per- 
sonal damages resulting from collision 
or otherwise. This risk the policy cov- 
ers very fully in two important clauses, 
viz., the “Collision Clause” and the 
“Protection and Indemnity Clause.” 


The collision clause has already been 
fully discussed in the chapter on Hull 
Insurance. With reference to hull risks, 
however, “the underwriter’s liability 
does not, as a rule, extend to any sum 
which the owner or charterer may be- 
come liable to pay with respect to the 
removal of obstructions under statu- 
tory powers, or for injury to harbors, 
wharves, piers, stages and similar struc- 
tures, resulting from collision. Nor does 
the underwriter’s liability extend to 
damage to cargo, or to loss of life or 
personal injury. In builders’ risk in- 
surance, the clause is made to cover .~ 
the first contingency; frequently an ad- 
ditional paragraph extends the under- 
writer’s liability to loss of life and per- 
sonal injury. 


Five additional types of liability 
claims or special losses are assumed 
under the so-called “Protection and In- 
demnity Clause,” a clause which is also 
found in many hull policies, but a de- 
tailed presentation of which has been 
deferred until this point because of its 
general use in builders’ risk policies. 
All of these types of liability claims are 
again stated most comprehensively, and 
would seem to leave no loophole for 
evasion on the part of the underwriter. 
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Stated in the order of their presenta- 
tion in the policy, they are: 

(1) “Loss of or damage to any other 
ship or boat or goods, merchandise, 
freight, or other things or interests what- 
soever on board such other ship or boat 
caused proximately or otherwise by the 
ship insured in so far as the same is 
not covered by the running down clause 
set out above.” 

(2) “Loss of or damage to any goods, 
merchandise, freight, or other things or 
interests whatsoever other than afore- 
said, whether on ‘board the said steam- 
ship or not, which may arise from any 
cause whatever.” 

(3) “Loss of or damage to any har- 
bor, dock (graving or otherwise), ship- 
yard, way, gridiron, pontoon, pier, quay, 
jetty, stage, buoy, telegraph cable or 
other fixed or movable thing whatso- 
ever, or to any goods or property in or 
on the same, however caused.” 

(4) “Any attempted or actual raising, 


removal, or destruction of the wreck of. 


the insured ship, or the cargo thereof, 
or any neglect or failure to raise, re- 
move, or destroy the same.” 

(5) “Any sum for which the under- 
writer may become liable for causes not 
stated elsewhere in the policy, but 
which are recoverable from or under- 
taken by certain designated Associa- 
tions, this liability, however, not to in- 
clude loss of life and personal injury.” 

With reference to any of the fore- 
going matters, the underwriter agrees 
to assume any sum paid by the insured 
“in respect of any responsibility, claim, 
demand, damages, and/or expenses 
arising from or occasioned thereby” 
during the currency of the policy. But 
such payment is again conditioned on 
the principle of co-insurance. The un- 
derwriter, in other words, will pay such 
sum only in the proportion that the in- 
surance taken bears to the policy value 
of the insured vessel. With the consent 
in writing of the majority of the under- 
writers on the vessel (in amount of the 
insurance) the insured may contest his 
liability under any of the foregoing 
heads. Should this be done the policy 
promises payment of the costs incurred 
by the insured, but again only in the 
proportion that the insurance bears to 
the value of the property. 

Excluded Risks—These are few in 
number and are usually expressed as 
warranties. Thus underwriters are un- 
willing to assume claims arising direct- 
ly under Workmen’s Compensation or 
Employers’ Liability acts, and any other 
statutory or common law liability in re- 
spect to personal accidents; likewise 
those caused by strikes, locked-out 
workmen, or persons taking part in 
labor disturbances, or riots, or civil 
commotions. The first type of risk is 
protected by another well-known branch 
of insurance, and the latter is one for 
which community, through its machin- 
ery for the preservation of law and 
order, should assume _ responsibility. 
Two other warranties free the under- 
writer from the effects of “capture, 
seizure, arrest, restraint or éetainment, 
and the consequences thereof, or of any 
attempt thereat (piracy excepted), and 
also from all consequences of hostilities 
or warlike operations, whether before 
or after declaration of war,” and from 

~“any consequential damages or claims 
for loss through delay, however caused.” 
At one time builders’ risk policies cov- 
ered property while being conveyed, 
sometimes over great distances, from 
the place of manufacture to the ship- 
building yard. Today, however, the pol- 
icy is usually “warranted free .from 
claim for loss or damage to engines, 
boilers and all other materials while in 
transport, except in the port at which 
the vessel is being built.” For an extra 
premium, however, this clause, and in 
fact any of the other warranties men- 
tioned, may be waived by the under- 
writer. Lastly, it is the practice on the 
Pacific Coast, where the danger of great 
loss to vessels under construction py 
earthquake shocks is well recognized, 
to make the policy read: “Warranted 
free of loss or damage caused by earth- 
quake.” ; 
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Heavy Casualties in November Threaten to 
Wipe Out Profits of Earlier Months 


























Marine business on the Great Lakes 
started out last year with every pros- 
pect of a successful season for the com- 
panies writing that form of coverage. 
But many underwriters now believe that 
they will be lucky to get an even break 
on the season. The regular lake season 
closed November 30 and the post-season 
business on December 12. Results for 
the year are still somewhat in doubt 
because of the heavy losses coming just 
at the end of the year. Several vessels 
are still in drydock and will be for sev- 
eral weeks. 


The storm hazard is one causing the 
great bulk of the losses on the Great 
Lakes, although there are always more 
or less stranding cases due to the shal- 
low water in the Sault Ste. Marie, St. 
Clair River and Detroit River where 
most of the boats have only a foot or 
so clearance at best and the channel is 
narrow. 


For the greater part of last season 
the lakes were unusually free from seri- 
ous storms. This good record was brok- 
en late in November when a series of 
severe storms caused losses that ab- 
sorbed most of the gains which were 
being accumulated earlier in the year. 
The insurance losses on three vessels 
going on the rocks during the storms 
is estimated at nearly $1,000,000. Ef- 
forts were made for five weeks to float 
one of them, but it had to be abandoned 
finally as a total loss. 

Rates have not been increased and the 
high cost of repairs makes it difficult 
still for the marine companies operat- 
ing on the Lakes to show any satisfac- 


tory margin of profit unless losses are 
unusually low during an entire season. 
There is always the danger of a single 
storm, such as that in 1913, doing 
enough damage to upset all calculations. 


Large Volume of Cargo Carried 

The tonnage carried on the lakes last 
year, and consequently the cargo busi- 
ness for the marine companies, was of 
large volume. The lumber business is 
no longer of initial importance, the chief 
cargoes being coal up and ore and grain 
down. Only three or four years have 
exceeded the 1920 total for the amount 
of ore handled. The coal carried may 
not have been quite up to normal, owing 
to the difficulty in getting it early in 
the season, when the bulk is ordinarily 
transported. 

General package freight was unusually 
heavy during the period when the rail- 
roads were so badly congested and 
continued good throughout the season, 
although now that the railroads are an- 
nouncing that they are in position again 
to handle all shipments offered to them, 


-it is doubtful as to what that. business 


will be next season. 

So far as hull risks are concerned, 
marine underwriters state that the av- 
erage condition of the vessels operat- 
ing on the Great Lakes is much better 
than it was four or five years ago. 
Boats taken over for ocean use during 
the war were for the most part the 
smaller and poorer ones, as the other 
vessels could not be well taken through 
the Welland Caral. Theo der boats that 
remained in the lake service were doing 
such heavy business that the owners 








63 Beaver Street 


Tacsor, Birp & Co., Inc. 


MARINE INSURANCE 
UNDERWRITERS 


New York 




















were more willing to spend money 
repairs for them. Many were thorough. 
ly overhauled and are really in better 
shape now than formerly. Practically 
no new wooden steamers are now being 
put into commission in the lakes. Foy, 
or five first class new steel steamers 
were launched last year and constituteg 
about the only additions to the lake 
fleet. 


The heaviest losses are, of course, op 


the hull business. In the case, for ex. 
ample, of the “Francis Widlar,” the big. 
gest casualty on the lakes last season, 
which went ashore during one of the 
November storms, the cargo of ore was 
worth $50,000 to $75,000, while the veg. 
sel itself was insured for at least $600, 
000. The case of that vessel also illus. 
trates the difficulty in figuring on the 
results for the last season. The com. 
ing on of the winter season forced the 
underwriters to abandon all efforts to 
salvage the boat until Spring. Whether 
there will be anything to salvage this 
year depends on the severity of the win- 
ter. Under favorable conditions it may 
run as high as $200,000, which will make 
a material difference in the season’s 
showing. 

Hull losses are more generally digs. 
tributed, as nearly every company has 
a share in the covering of all the larger 
vessels, but cargo losses are likely to 
hit one or two companies particularly 
hard. It is practically impossible to 
get even an estimate as to how either 
premiums or losses are divided as be. 
tween hulls and cargoes. Statistical 
work almost went by the board during 
the war and underwriters say frankly 
that conditions have changed so greatly 
that figures for the years before the 
war are absolutely of no use as a basis 
for comparison today. 


Losses Reported on 174 Vessels 

While figures on the monetary extent 
of last year’s losses are not yet avail- 
able, losses were reported on 174 ves- 
sels, as against 184 in 1919, 189 in 1918 
and 216 in 1917, showing a decrease in 
number if not in amount. The pre 
miums, on the other hand, were un- 
ddubtedly larger than for several years 
just preceding, because of the fact that 
in 1918 and 1919, when the government 
controlled practically all wheat ship 
ments, it did not insure those shipments 
and the Canadian government insured 
only a part of the grain which it han- 
dled. Even for those years, however, 
the premiums were heavy, on account 
of the increased values, a condition 
which still continued last season. Un- 
derwriters contend that the carriers 
are undervaluing their vessels for the 
sake of avoiding heavy premium pay- 
ments. In some instances, it is stated, 
total loss values could be raised nearly 
forty per cent. ‘Since claims for par- 
tial losses come under hull policies, 
which are expensive, the shipowners 
save considerable money by fixing the 
full value at a low figure. To protect 
themselves against total losses the car- 
riers cover the difference between the 
real worth of the steamer and the 
amount named in the hull policy under 
the head of disbursements, rates for 
such insurance being much below the 
straight hull rates. The marine com 
panies feel that they cannot make the 
Great Lakes business pay well so long 
as this practice remains possible. 


Repair Costs Decline Slowly 


Replacement values, and incidentally 
the cost of repairs, in which marine ul 
derwriters are especially interested, 
now apparently have commenced to de 
cline, although that is a question om 
which underwriters and brokers are not 
entirely agreed. Underwriters deny 
that there has been any real decrease, 
while brokers say that there has. The 
latter contend that there has unques 
tionably been a decline in some mate 
rials, particularly steel, and that while 
the labor cost is nominally about the 
same, it really is lower, because of the 
greater efficiency of the workmen. 

Underwriters hope for the volume of 
business to continue good next yea. 
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Having been requested by the editor 
of The Eastern Underwriter to con- 
tribute to this number an article on the 
law relating to marine insurance, I have 
-concluded that the best way to utilize 
the space allotted for this purpose is to 
pass in review the cases decided during 
the past year in the courts of the United 
States, England-and Canada. These de- 
cisions contain more than one novel 
point, some new applications of settled 
principles, and the construction of ma- 
rine policy clauses. 


Perils of the River—Loss by Breaking 
of Shipway 


A steamship insured against loss from 
“ynavoidable dangers of rivers, of fires, 
and jettisons” was hauled up on ship- 
ways at Brest, La., for repairs. During 
the repairing the crib supporting the 
boat broke away from its fastenings and 
together with the vessel slid down the 
ways into the river. Some of the planks 
had been removed from the boat’s hull 
to be replaced with new planks and she 
sank, eventually becoming a total loss. 
The policy contained a clause voiding 
it while the vessel is unseaworthy, “ex- 
cept while proceeding to a port for re- 
pairs and during the time of such re- 
pairs.” 

In an action on the policy the defense 
was that the loss was caused by the 
breaking of the cribbing, which oc- 
curred on land, and was not an un- 
avoidable danger of rivers, and, there- 
fore, not covered by the policy. The 
owner contended that the loss was 
caused by the sinking of the vessel 
through unseaworthiness while under- 
going repairs and therefore within the 
exception of the policy and covered by 
it. 

The Supreme Court of the United 
States has considered what are perils 
of the river, and defined them generally 
as: “Those risks arising from natural 
accidents peculiar to the river, which 
do not happen by the intervention of 
man, nor are to be prevented by human 
prudence,” Garrison v- Memphis Ins. Co., 
19 How. 312. By analogy and compari- 
son with many cases defining perils of 
the sea, the logic ofthis construction is 
irresistible; and it would seem the 
court in that case gave its approval to 
the doctrine that damages to a vessel 
by bilging caused by insufficiency of 
tackle in getting her from the dock 
would not be covered by perils of the 
sea. 

In the present case the Federal Dis- 
trict Court for the Eastern District of 
Louisiana, Prohaska v. St. Paul Fire & 
Marine Ins. Co., 265 Fed. 430, holds that 
the loss of the vessel was not caused 
by a peril of the river. The proximate 
cause was the breaking of the cribbing 
on the shipways. Her sinking was not 
caused by stress of weather, nor strik- 
ing a hidden obstruction, nor any other 
avoidable accident. Undoubtedly the 
accident could have been prevented by 
proper care. It could not be considered 
that the sinking of the boat, under the 
circumstances, was any more the proxi- 
Mate, or a concurring, cause of the loss 
than if she had been deliberately scut- 
tled by the crew. Nor could recovery 
be had on the ground that the loss was 
caused by peril ejusdem generis, as 
there was no saving clause in the policy 
to that effect, and the most liberal con- 
struction could not interpolate one. 
Capsizing Without Stranding Not In- 

1 sured Against 

Action was brought on a marine in- 

surance policy on a barge while in tow 


from Havana, Cuba, to Charleston, 8. 
C., “free from particular average un- 
less caused by stranding, sinking, burn- 
ing, or collision.” In moderate weather, 
on the voyage contemplated, the barge 
filled and sank “decks to,” but, being of 
wood, and having no cargo other than 
some machinery and fittings bolted or 
otherwise .fastened to the deck, could 
sink no farther. Off Mayport, Fla., the 
barge turned, upside down and the cap- 
tain made for Mayport, where the 
barge was righted, when it was found 
that a concrete mixer, the largest, heav- 
iest and tallest piece of machinery bolt- 
ed to the deck, was gone; the deck giv- 
ing evidence of a violent separation. 
The presumption was that the mixer 
went when the barge capsized. The 
barge itself never grounded. The suit 
was brought for the cost of repairs and 
loss of the mixer. 

The Circuit Court of Appeals, Second 
Circuit, affirmed a decree for the insur- 
ance company, Snare & Triest Co. v. 
Fireman’s Fund Ins. Co, of San Fran- 
cisco, 261 Fed. 777, for the following 
reasons: The insured barge was always 
water-borne, and after becoming water- 
logged was navigated over eighty miles 
and then fastened to a wharf. Whether 
such a vessel can ever be said:to have 
sunk, even within the meaning of a 
policy drawn and tendered by an insur- 
er, was a question not requiring de- 
cision, because liability under this pol- 
icy did not depend on the mere fact of 
a sinking (London Assurance v. Com- 
pania de Moagens, 167 U. 8S. 149, 17 
Sup. Ct. 785), but arose only if the par- 
ticular average loss in suit was “caused 
by stranding (or) sinking.” On the facts 
recited, and assuming that a vessel of 
such buoyancy that she cannot go lower 
than “decks to” is “sunk” when in that 
condition, the loss here claimed was 
held not to be caused by such sinking 
but by a eapsizing, which was not the 
result of, nor caused by, the water- 
logging. There never was a “strand- 
ing,” for, although a small engine that 
remained fast to the capsized barge did 
at one time touch sand, it was “touch 
and go” only, and therefore no strand- 
ing, under the London Assurance case 
above mentioned. 

Effect of Extension of Policy After Cap- 
ture of Vessel 

The “Santa Catharina” left New York 
on July 25, 1914, bound for Rio de 
Janeiro. She carried cargoes which 
were insured by the St. Paul Fire & Ma- 
rine Insurance Company. She was a 
German steamship. Before reaching her 
port in South America the recent war 
broke out, and on August 11 she was 
seized as a prize by his majesty’s ship 
“Glasgow.” The marine risks expressly 
assumed by the underwriter were 
against fire. The policies contained the 
usual clause excepting loss or expenses 
arising from capture, seizure, restraint, 
detention, or destruction, or the conse- 
quences thereof; also from all conse- 
quences of riots, insurrections, hostili- 
ties, or warlike operations. 

After being captured, a prize crew 
was placed on board. She was not taken 
to any port, but remained anchored at a 
spot on the South American coast out- 
side of territorial waters and in the vi- 
cinity of a rendezvous of British ships 
of war and their colliers, store ships 
and prizes. It was found that the tem- 
perature of the coal on board was high, 
water having apparently been poured on 
some of it by the German crew. All 
precautions were taken; and subse- 
quently the prize crew were taken off, 
being required elsewhere. She was soon 
after found to be on fire. A captain of 


the admiralty placed in charge of ‘this 
and other ships, finding the destruction 
of the ship inevitable, and fearing that 
she would attract enemy attention, de- 
cided that the burning ship should be 
scuttled. He accordingly ordered that 
she be towed out of the fairway into 
shallow water and sunk. This was 
done after much difficulty, and she 
sank that evening, October 11, outside 
of territorial waters. 


After the capture, and before the fire 
and final destruction of the vessel, the 
underwriters entered into an extension 
agreement, for an additional premium 
of two cents a day, against the same 
risks covered by the original insurance. 
In suits in admiralty by the owners of 
the cargo on the policies, recovery was 
allowed in each case, because it was 
held that the proximate cause of any 
loss of the cargo was the fire, a risk ex- 
pressly assumed by the underwriters. 

On appeal it was contended by the in- 
surance company that the proximate 


_cause of the loss was a war peril, ex- 


cluded from the policy by express agree- 
ment; that the negligent management 
or care of the vessel by the British 
prize crew, and the removal of the crew, 
was the proximate cause of the loss, 
and to this was added the other event,— 
the scuttling of the ship to avoid. the 
attraction of the Germans. The Circuit 
Court of Appeals, Second Circuit, in 
affirming the decrees, answered this by 
saying that it was known to the insur- 
ance company that the British had cap- 
tured the ship, and with full knowledge 
of this it entered into the extension 
agreement, assuming the risk while the 
vessel was in the exclusive charge of 
the prize crew. The defense of negli- 
gence,‘therefore, because of the manage- 
ment of the ship by the British, was 
held to be unsound; the risk insured 
against was fire, and concededly the 
ship caught fire, and this extended to 
such a degree that it eventually in- 
volved the entire ship, until it appeared 
to the captain in charge that it was 
hopeless to save her. Negligence on the 
part of the captors of the ship was held 
no defense under the circumstances, as- 
suming that negligence on the part of 
the British crew was proven, or could 
be fairly inferred from the conduct of 
the British officers. Mere errors of 
judgment under these circumstances, 
fraught with serious dangers, could not 
be said to be an intervening cause 
which would relieve the insurance com- 
pany against its positive engagement 
against loss by fire. 

Under the facts above recited, it ap- 
peared that the fire was raging on Oc- 
tober 11 and was never extinguished. 
The origin of the fire was known as 
coal burning in the bunkers. The fire 
continued. There was no new or inde- 
pendent cause to break the tonnection 
between the fire and the loss. It is true 
that the captain ordered the ship scut- 
tled and sank her after a deliberate ef- 
fort, but when this was determined 
upon it was tken hopeless to save the 
ship, and before this was determined 
upon every effort, using every appliance 
at the command of the British seaman, 
was applied to the effort to save her. 
There was nothing that intervened 
which caused the loss, as there was 
nothing that could intervene at the 
time that would save the vessel. 


The case was held to come within 
that category of questions of proximate 
cause which are considered questions 
of fact—usually determined by a jury. 
Here the court below resolved the ques- 
tion of fact, in a court of admiralty, in 
The Appellate 


favor of the libelants. 


Court agreed with the conclusion which 
the District Judge reached, that the 
proximate cause of the destruction of 
the cargo was the fire. Hagemeyer 
Trading Co. v. St. Paul Fire & Marine 
Ins. Co., 266 Fed. 14, Certiorari denied 
252 U. S. —, 40 Sup. Ct. 588. 


Cargo Open Policies; Clauses Construed 


An interesting decision was handed 
down in May, 1920, by the Circuit Court 
of Appeals, Fifth Circuit, in Bluefields 
Fruit & S. S. Co. v. Western Assur. Co. 
of Toronto, 265 Fed. 221, regarding the 
construction of several clauses of an 
open policy on cargo on the question of 
when the risk begins. The claim was 
for the value of a cargo of bananas, al- 
leged to have been damaged so that 
they became a total loss, in the follow- 
ing manner. On May 12, 1917, the 
bananas were on board craft or boats 
at Providence Landing, Nicaragua, in 
transit for shipment to the steamship 
“Lisboa” there, to be loaded for New 
Orleans, when four of the steamship’s 
port propeller blades broke in conse- 
quence of striking a submerged obstruc- 
tion while the vessel was maneuvering 
to take up a position for loading the 
bananas. This necessitated repairs, 
which could not be made at Providence 
Landing, and the steamship had to go 
for the purpose to Colon, Canal Zone, 
resulting in a delay of about 26 days. 
No other steamship was available to 
carry the bananas to destination, and 
as a direct result, they became a total 
loss. 

The policy, an “Ocean Cargo Open 
Policy,” was partly printed and partly 
typewritten, with a typewritten rider at- 
tached. In the essential portions quot- 
ed below the typewritten parts are in 
boldface. The policy was “atand from” 
on bananas “laden or to be laden on 
board the good steamer or steamers” be- 
ginning the adventure upon the said 
goods and merchandise from and imme- 
diately following the loading thereof on 
board of the vessel or conveyance as 
aforesaid, etc. This clause was the 
usual one in policies insuring cargo. 
The provisions in the typewritten rider 
which have any bearing on the question 
are: 

“On bananas and/or cocoanuts per 
steamer or steamers and connecting 
conveyances.” 

“At and from ports and/or places in 
Central America to any port or ports to 
United States, direct or otherwise.” 

“Free of particular average,” etc. 

“Including all risk of craft or boats 
to and from the vessel and from the 
warehouse or factory, while in transit 
by railway, or any conveyance, and 
while in warehouse and/or shed, or on 
wharf, or quay, awaiting shipment or 
transshipment, or lighterage, and all 
risk until safely delivered into the con- 
signee’s warehouse.” 

“Each craft or lighter-to be decreed a 
separate insurance.” 

“It is specially understood and 
agreed, however, that notwithstanding 
the foregoing the risk under this policy 
only commences at the port of shipment, 
no lighterage or craft risk from the in- 
terior being covered.” 

Policy as a Whole—Available Vessel 
. Not Covered 

This policy as a whole was held to 
show that the intention was to insure 
against risks on the voyage, including 
specified risks before and after the 
fruit was on the vessel which carried 
it. The fruit was subject to risks other 
than those insured against by the pol- 
icy. Among such other risks was that 
of not having or providing at the proper 
time and place a vessel ready to re- 
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ceive and carry the bananas. The hap- 
pening of any one of an indefinite num- 
ber of contingencies may result in a 
vessel not being available for the ship- 
ment of perishable fruit so assembled 
in time to get it to a United States port 
before it is lost by decay. From the 
terms of the policy it was to be implied 
that it was assumed or presupposed by 
the parties that a vessel would be pres- 
ent at the proper time and place and 
ready to take on the bananas and under- 
take the contemplated carriage, and 
that there was an absence of any inten- 
tion to cover risks on that score. 
“Risk of Craft” Clauses 


But for the presence of the clauses 
in the rider using the words “risk of 
craft,” “craft or lighter,” and “lighter- 
age or craft risk,” there would have 
been no basis for the contention that 
any risk insured against had attached 
when the propeller blades broke. The 
printed “beginning the adventure” 
clause is a common one in such policies. 
It is well settled that the use of such 
a clause, if nothing inconsistent with it 
is inserted, has the effect of preventing 
any risk under the policy from attach- 
ing prior to the loading of the insured 
cargo on board the vessel which has to 
make the voyage. Smith & Holt v. 
Mobile Nav. & Mutual Ins. Co., 30 Ala., 
167; Mobile Marine Dock & Mutual Ins. 
Co. v. MeMillan, 27 Ala. 77; Gordon & 
Talbot v. American Ins. Co. of New 
York, 4 Denio (N. Y.) 360. It is not un- 
usual for marine cargo voyage policies 
to contain provisions having the effect 
of insuring the cargo while it is in 
transit to and fram the vessel, or while 
it is on a dock or wharf, prior to the 
beginning or after the ending of the 
voyage. It was held that under the 
“risk of craft” clause, risks attached 
prior to the bananas being on board the 
vessel. But the question was: Had the 
risk of such a casualty as the one to 
which the loss of the bananas by decay 
was attributed attached before they 
were loaded on the vessel to which the 
mishap occurred? 

Printed Provisions 


By making use of a printed form, and 
adding or interpolating typewritten pro- 
visions, the parties manifested an in- 
tention that the printed provisions have 
the meaning and effect called for by 
their language, so, far as not in conflict 
with any typewritten provision. Unless 
other provisions of the policy required 
a different conclusion, the “beginning 
the adventure” clause is to be given the 
effect of fixing the time when the voyage 
or vessel risks attached, and the “risk 
of craft,” etc., provisions also might be 
given full effect as covering other sep- 
arate and distinct risks which attached 
prior to the time when the risks re- 
ferred to in the former clause would 
attach. Such clauses are not unusual. 
Provisions somewhat similar to those in 
question have in well-considered. cases 
been given the effect of insuring the 
goods while in transit to and from the 
vessel which was to or did make the 
voyage, but against the vessel risks, 
which, under the other provisions of 
the policy, do not attach prior to the 
loading of the goods on the vessel, with 
the result that the insured goods, while 
in craft or boats carrying them to and 
from the vessel, are not regarded as 
at the specified vessel risks; the insurer 
not being liable for a loss due to such 
a casualty as the breaking of the ves- 
sel’s shaft or the loss of blades from its 
propeller before the insured goods reach 
it, Thames & M. M. Ins. Co. v. Pitts 
Son & King [1893] 1 Q. B. 476; The 
Alsace-Lorraine, €2 L. J. Adm. 107;. Hol- 
head v. Young, 6 El. & B. 312. 

Open Policy Covering Delay—Delay 
Afte Loading Only 

In view of the fact that the policy 
sued on was an open one, which named 
no particular vessel, and left the in- 
sured free to have the goods carried on 
any suitable steamer or steamers, it 
must be inferred that “the vessel re- 
ferred to in the clause which specifi- 
eally made the insurer liable for loss by 
decay, injury, or damage to the goods in 
consequence of delay resulting from 


loss of propeller blades, or another .of 
the enumerated causes, meant only the 
vessel having the goods on board. The 
terms of such a provision indicate that 
the parties contemplate that “the ves- 
sel” is to be identified by the goods hav- 
ing been loaded on it, and that a cas- 
ualty to a vessel not so identified. is 
not in mind. Prior to loading, the ves- 
sel and cargo are not in one common 
adventure, the perils of which it is the 
main purpose of the policy to insure 
cargo against. There was nothing in 
the policy here to indicate that the ex- 
istence of an unexecuted purpose of the 
insured to have the subject of the insur- 
ance carried by a selected steamer was 
intended to have the effect of making 
the policy cover risks to such steamer 
before the loading on it of any of the 
fruit mentioned. . 
“Laden or To Be Laden” 


The printed words “laden or to be 
laden,” common in cargo insurance 


policies, are merely descriptive of the’ 


thing or things insured. When the pol- 
icy containing them also contains a 
“beginning the adventure” clause, the 
latter is controlling, as it specifically 
fixes the time when the risk attaches. 
Cottam v. Mechanics’ & Traders’ Ins. 
Co., 40 La. Ann. 259. 


Significance of the Words “the Vessel or 
Conveyance as Aforesaid” ~ 


It cannot be inferred that the words 
“the vessel or conveyance as aforesaid,” 
in the printed “beginning the adven- 
ture” clause of a cargo policy, are in- 
tended to refer to the craft or boats 
used in getting the goods to the vessel 
which is to carry them, with the result 
of making the vessel risks attach upon 
the loading of the goods on boats or 
craft used to get them on the vessel. 
The printed form of which these words 
are a part usually contains nothing in 
regard to a risk prior to the subject of 
insurance becoming ocean cargo. The 
large blank left in the form between 
the words “laden or to be laden on 
board the good” and the “beginning the 
adventure” clause evidently is intend- 
ed to be used to designate the instru- 
mentality or instrumentalities by which 
the insured cargo is to be carried, which 
may be a barge or barges in tow, in- 
stead of “steamer or steamers” as in 
the policy in the case under considera- 
tion. The words “vessel or conveyance 
as aforesaid” are appropriate to refer 
to whatever marine instrumentality of 


_carriage may be stated in the preceding 


blank space, and would be a part of the 
contract made by using the form, 
though no provision had by a rider been 
made as to “risk of craft or boats to 


‘and from the vessel.” 


“All Risk” Confined tc Risks Like Those 
Previously Enumerated 


The insured in the policy under con- 
sideration relied largely°on the conclud- 
ing words of the “risk of craft or 
boats” clause, namely, “and all risk un- 
til safely delivered into the consignee’s 
warehouse,” and the succeeding pro- 
visions: “It is especially understood 
and agreed, however, that, notwith- 
standing the foregoing, the risk under 
this policy only commences at the port 
of shipment, no lighterage or craft risk 
from the interior being covered.” The 
above concluding words of the “risk of 
craft or boats” clause must be inter- 
preted with reference to the words 
which immediately precede, from which 
they are separated only by a comma. 
The words “all risks,” as so used, cover 
only risks which are of like kind to 
those previously enumerated, and none 
other. Those words, being part of a 
typewritten clause dealing with risks 
which, but for the insertion of that 
clause, by language of the printed form 
made use of would have. been prevent- 
ed from attaching at all, must be un- 
derstood to cover only risks like those 
previously enumerated in the same 
clause. These concluding words mean 
only that all risks whatsoever of the 
several instrumentalities and places 
mentioned in that clause were covered, 
and that the insurer’s liability under 
that clause is to last until the goods 


- night. 


should safely be delivered into the con- 
signee’s warehouse. To give to that 
clause, considered by itself or in con- 
nection with the other one last above 
set out, the effect of making the policy 
one covering all risks whatsoever from 
the time the goods are assembled at the 
port of shipment and are ready to be 
started on the voyage, would result in 
requiring that the use of much of the 
language in the contract, in both the 


‘typewritten and printed parts of it, be 


considered a sheer waste of words. The 

last quoted clause by no means shows 

an intention to cover all risks after ar- 

rival at the port. 

Failure to Read Casualty Slips Voids 
Re-insurance 

The London General Insurance Com- 
pany, Limited, on September 24, 1918, 
insured (lost or not lost) the cargo of 
the steamship Vigo, which Was on a 
voyage from Italy to the United King- 
dom. As the sum insured exceeded the 
limit the company has on any one line, 
it, about 4 P. M. on September 25 re- 
insured with the General Marine Under- 
writers’ Association, Limited. The Vigo 
put in to Almira on the evening of Sep- 
tember 24, 1918, with her cargo on fire. 
This was known at Lloyd’s late that 
It was posted on the casualty 
board on the morning of the 25th by 10 
o’clock. A casualty slip containing that 
and other information was sent by 
Lloyd’s to their subscribing under- 
writers, including the London General 
Insurance Company, at or about the 
same time. It was about that time the 
company instructed their brokers to 
effect a re-insurance policy. The com- 
pany, although it had the casualty slip, 
did not read it, and did not know of 
the casualty until some two days later. 
The General Marine Underwriters’ As- 
sociation, when it wrote the risk, was 
in the same state of ignorance. The 
latter company refused to pay the Lon- 
don General under the policy of re- 
insurance, on the ground that the Lon- 
don General ought to have known of 
the loss and disclosed it to the Associa- 
tion before the contract of re-insurance 
was made. In an action on the policy 
of re-insurance, the Kings’ Bench Di- 
vision held, London General Assce. Co., 
Ltd. v. General Marine Underwriters’ 
Assn., [1920] 3 K. B. 28, that, under 
section 18, subsections 1, 3, and section 
19 of the Marine Insurance Act, 1906, 
the plaintiffs must be deemed to have 
known of the casualty at the time the 
contract of re-insurance was effected, 
and as they had ample time to com- 
municate it to their brokers, they were 
either by themselves or their agents 
(notwithstanding that the defendants 
might have discovered the loss by look- 
ing at the casualty board or casualty 
slips) under an obligation to disclose 
it to the defendants, and that as they 
had not done so they were not entitled 
to recover on the policy. 

Bailhache, J., who read the opinion 
said: “The very object of the casualty 
slips is to give the latest possible in- 
formation to the recipients, thus sup- 
plementing the daily index whose in- 
formation does not go beyond the pre- 
vious day. These slips are obviously 
useless unless they are read as and 
when they come in; if not they might 
as well cease to be supplied. An assured 
neglects the information given him by 
these slips at his peril. If the slip had 
been duly attended to, there were at 
least four and probably five hours in 
which the information as to the fire 
might have been communicated to the 
brokers, and in my opinion this was 
ample time for the purpose. The case 
called for prompt action.” 





Meaning of “Final Port” 


A policy covering a steamship against 
total loss only was in the ordinary form 
of a Lloyd’s policy, but by a written 
clause the ship was insured on a voyage 
“at and from any port or ports * * #* 
on the River Plate to any port or ports 
* * * in France and/or in the United 
Kingdom (final port), excluding Medi- 
terranean, via any ports in any order.” 
The steamer sailed from Buenos Ayres 


and at Dakar her captain receiveg 
orders to proceed to St. Nazaire ang 
there to discharge her cargo of horses 
and the rest of her cargo at Havre, 
After discharging at Havre her captaiy 
was ordered to bunker in Cardiff. Op 
her ‘way there she was totally lost iy 
the Scillies. In an action on the policy 
the House of Lords held, Marten y. 
Vestey Brothers, H. L. [1920] A. c. 307; 
25 Com. Cas. 175; 122 L. T. 785, that the 
policy had ceased to be operative at 
the time of the loss, as the “final port” 
meant the port at which the cargo was 
finally discharged, in this case Havre. 
Ii was also held that where in the prepa. 
ration of a marine policy use is made 
of a printed form which if unaltereq 
would include both ship and cargo, but 
written words are inserted so as to limit 
the insurance to the ship, the printed 
words of the policy may be looked at 
to decide what was the nature and 
character of the adventure. 
* ok ok 


Positive Representation a Promissory 
Representation 

In an action on a marine policy <oy- 
ering rails lost while being towed in a 
scow, it appeared that the whole ship. 
ment was loaded on two scows and that 
there had been a positive representa- 
tion made orally that the scows would 
be towed singly, whereas in fact they 
were not taken up singly, and one was 
lost. The British Columbia Court of 
Appeal held, Brooks-Scanlon-O’Brien 
Co., Ltd. v. Boston Insurance Co., 47 
Dominion Law Rep. 93, that the plain- 
tiff could not recover because, while in 
an ordinary transaction such a repre- 
sentation would amount to a warranty, 
in marine insurance it appears to be re- 
garded as a promissory representation 
which may be relied upon notwithstand- 
ing that it was made by word of mouth 
and not included in the written con- 
tract. 





BROKERS AS ADJUSTERS 

One question cropping up every year 
when the State Legislature is in ses- 
sion is whether brokers shou’d be per- 
mitted to continue acting as adjusters, 
or whether the two businesses should 
be distinctly separated. Fundamentally 
adjusting is no more related to broker- 
age than is underwriting, and the last 
few years have demonstrated beyond 
doubt that in a majority of cases the 
latter combination is unhealthy for the 


agency’s companies. The companies 
suffer again, it is stated on good 
grounds, when an adjuster, employed by 


a broker, attempts to be an impartial 
referee in a loss settlement. Much 
criticism would be avoided were adjust- 
ers forbidden to have financial connec- 
tions with marine insurance brokers. 
Whether charges of bias are true or 
not, they are certain to appear so long 
as the obvious opportunity for favorit- 
ism is present. 





CUT IN REPAIR COSTS 

Loss men are delighted with the 
news that the majority of shipyards 
around New York City are going to re 
duce the cost of repairs on Shipping 
Board vessels 12% per cent. While 
this announcement applies only to Gov- 
ernment steamers it is significant of 
the trend of repair costs. 





RAPID PROGRESS 

The marine district is watching with 
interest the rapid development of the 
Shippers’ Underwriting Agency, repre 
senting the Baltica, Peninsular Fire and 
New Jersey. Organized less than a year 
ago as the separate underwriting office 
of O’Keefe & Lynch, insurance brokers, 
it has expanded quickly, and recently 
secured the services of two additional 
underwriters formerly with the Over 
seas Underwriting Agency. 





The daily list of marine disasters 
continues to include a host of minor 
casualties, but the news of total] losses 
is fortunately scarce. 
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Need of Educating Public . 


in Marine Insurance Principles 





By J. A. BOGARDUS, Lecturer on Marine Insurance at 
New York University 























The editor of The Eastern Under- 
writer has suggested that its marine in- 
surance edition of 1921 would not be 
complete without some reference to the 

part being taken by New York Univer- 
sity in its efforts to aid in the develop- 
ment of a better understanding of the 
principle of marine insurance. 

The council of New York University 
in organizing its foreign trade courses 
perceived that American supremacy in 
overseas commerce demanded a deeper 
knowledge and a more intensive study 
of the various elements of foreign 
trade than is conceded to be necessary 
by so many business men who seem to 
feel that the trade-mark “Made in 
America” is the only requirement need- 
ed for successful competition with na- 
tions possessing years of foreign trade 


P experience. 


An Intricate Subject 


Marine insurance is unquestionably 
the most intricate branch of insurance 
science and probably for this reason 
possesses the unhappy distinction of 
being the least understood of any.of the 
important agencies of foreign trade. 

The antiquated form which consti- 
tutes the foundation on which all poli- 
cies are built is partially responsible 
for this lack of intelligent understand- 
ing of marine insurance coverage on the 
part of many merchants and shipown- 
ers. A realization of this fact has led 
to a codification of marine insurance 
law in Great Britain, under the Marine 
Insurance Act of 1906, which has done 
much to define and clarify marine in- 
surance principles in the United King- 
dom. Under uniform state laws a simi- 
lar codification in this country would 
go far towards forming a basis of bet- 
ter understanding between the insur- 
ance public and the underwriters. .- 

At present there seems to be a wide- 
spread belief among business people 
that a marine insurance cargo policy 
covers all loss, damage or deterioration 
to the insured goods from the time the 
goods leave the initial point of ship- 
ment until arrival at final destination. 
And the refusal of an underwriter to 
respond for a claim which is outside of 
the policy often leads to a feeling on 
the part of the assured that he is being 
unfairly treated and that the insurer is 
taking advantage of a technicality to 
free himself from an obligation which 
is morally, if not legally, a liability 
under the policy. 

Accordingly, the present lack of clar- 
ity instead of benefiting the under- 
writer is a serious disadvantage for it 
places him in the position of either 
being compelled to pay uninsured losses 
or to appear to take advantage of the 
ignorance of the assured when the 
latter fails to properly protect himself 
against insurable ‘losses. 

A study of Professor Huebner’s re- 
cent volume on marine insurance em- 
phasizes the complexities of his subject 
and leads to the conclusion that even 
80 eminent an authority on foreign 
trade subjects, as he, has failed to 
stasp certain of the fundamental prin- 
ciples of this branch of overseas com- 
merce. 

Thus, in the first paragraph of his 

k in defining marine insurance the 
author limits the protection granted by 

€ policy to “losses when unavoidably 
caused by certain definitely enumerated 
contingencies.” Is it not conceivable 
losses may occur which, though 


avoidable, are nevertheless covered 
under a marine insurance policy? For 
example, collisions at sea are often 
avoidable, but this fact does not relieve 
the underwriter from liability for dam- 
age resulting from the collision. Nor 
does the fact that damage has resulted 
to vessel and cargo from stranding, due 
to careless navigation, relieve the un- 
derwriter from responsibility under his 
policy. A large number of the fires oc- 
curring at sea are directly traceable to 
the negligence of the crew, but in this 
as in the other cases the production of 
evidence to show that the disaster was 
avoidable will not affect the coverage of 
the policy. 
Salt Water Damage 

Further, on page 56, Professor Hueb- 
ner mentions “salt water damage” as 
one of the perils of the sea, thereby 
supporting an idea possessed by many 
which if upheld, would appear to add a 
new peril, to the insurance policy. 

To be true, salt water damage if the 
result of a sea peril, is claimable under 
a marine insurance policy, but can it 
be said that salt water damage of itself 
is a peril of the sea? The principle 
applied in determining whether a loss 
comes within the term “perils of the 
sea” is the fortuitous nature of the hap- 
pening and the mere presence of salt 
water damage does not necessarily 
signify such an happening. Thus, it is 
possible on a voyage made in calm seas 
and in fair weather for sea water to 
enter a vessel due to faulty construc- 


age occasioned thereby does not con- 
stitute a claim under the policy because 
there has not been such a fortuitous 
happening as to bring the damage 
within “perils of the sea” and a search 
of the remainder of the perils clause 
fails to reveal any provision which 
would cover a damage of this nature. 
The well known case of the “G. R. 
Booth” would seem to bear out this 
point. . 

These references to Professor Hueb- 
ner’s book are not made under the as- 
sumption that the writer of this article 
is competent to pass judgment on the 
work of so learned an author but mere- 
ly for the purpose of endeavoring to 
show that the university is justified in 
its belief that the success of our for- 
eign trade demands a wider and more 
thorough knowledge of this, the oldest 
and least understood form of indem- 
nity. 

Banks Want Simpler Policy 

Many of the banks engaged in for- 
eign trade financing have thrown up 
their hands and frankly declared that 
the technicalities of marine insurance 
are too much for them and have asked 
for a simplification of the policy and 
a eloser co-operation between the bank- 
ing and insurance interests looking to 
a better understanding of the contract. 

And the marine insurance fraternity it- 
self would not seem to be entirely free 
from the burdens imposed by the intri- 
cacies of their business. No better il- 
lustration of this fact is needed than 
that furnished during the recent Hav- 
ana crisis when there existed a decided 
lack of uniformity among underwriters 
in their interpretation of the effect on 
the insurance contract of the serious de- 
lays to cargo on board vessels and on 
the docks at Havana. 


The words “ordinary course of tran- 
sit” in the warehouse to warehouse 
clause represent another source of un- 
certainty and difference of opinion 
among underwriters and brokers lead- 
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— tion resulting in leaky rivets but dam-_ ing to the belief that the demand for 


a simplification of the policy and a 
clearer interpretation of the numerous 
clauses is warranted. 

The educational work which New 
York University is attempting is fur- 
ther justified by a vision of the future 
which beholds the need-of a large body 
of trained insurance experts to repre- 
sent American interests in foreign 
fields, for it is a self evident fact that, 
if we are going to develop our foreign 
trade along lines which will make for 
continued expansion, it is necessary 
for us to have our own representatives 
in the ports of the world. This is one 
of the open secrets of European suc- 
cess in overseas commerce and it would 
be an extremely short sighted policy 
on our part to leave the handling of our 
foreign affairs in the hands of our com- 
petitors. , 





LEARN BY MAIL 


There is a correspondence school in 
Bristol, England, which offers courses 
in marine insurance as well as in the 
standard subjects. The advertisement 
announcing this fact bears the rather 
unique caption, “Postal Tuition in Ma- 
rine Insurance.” 


MARVIN’S BANK STORY 
(Continued from page 6) 


further reason that such clauses ma- 
terially reduce the cost of marine in- 
surance to the shipper. When I ex- 
plained these matters to him in detail, 
he admitted that he had been suffering 
under a delusion. 


It is logical and proper that those 
who are working together for the profit- 
able and successful extension of our 
foreign commerce ought to better un- 
derstand each other. For that very 
reason, the banker and the shipper 
ought to better understand the aims 
and methods of the marine underwriter. 
They should be taught that insurance 
rates are not fixed by a convention of 
underwriting ‘“freebooters” who are 
trying to sell them nothing for some- 
thing; they should be taught to read 
their contracts; to understand the 
basic principles of the theory of mar- 
ine insurance; and this éducation 
should come through the combined ef- 
forts of marine underwriters. Other 
kinds of industry and business bear 
witness to the successful endeavor of 
such co-operative bodies. I refer to 
such bodies as The Cypress Lumber 
Association, the co-operative body of 
the coffee merchants, The California 
Raisin Association, and various other 
agricultural and industrial co-operative 
associations which have successfully 


‘educated the public regarding their 


products. 


The task of the marine underwriters 
will be much easier than the task of 
these other bodies who have attempted 
to educate the public and, in my opin- 
ion, it will be easy in proportion to the 
attempt which they make to get the 
banks to co-operate with them. Many 
of the large metropolitan banks now 
have insurance departments or some 
other manner of control over the insur- 
ance questions of the bank. By getting 
such banks to co-operate with them, if 
for no other reason than the selfish one 
of their own protection, and by paying 
particular attention to commercial gath- 
erings and conventions of business 
men, and by circularizing the manufac- 
turers and the shippers, and by using 
their influence in the colleges of the 
country to have a proper treatment of 
marine insurance introduced into the 
courses in economics, a great, deal of 
the pathway to the goal can be cov- 
ered. 





German shipyards are reported as be- 
coming increasingly active while at the 
same time, Scandinavian shipowners 
are planning to withdraw vessels ag- 
gregating nearly 400,000 tons from serv- 
ice due to the depression in the ship- 
ping business. 
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Syndicates B & C 


(Continued from page 4) 


nies subscribing to Syndicate C are al- 
lowed to quote hull risks at their own 
local offices at rates lower than those 
fixed by the syndicates. Such action 
was obligatory in view of the danger- 
ous results that would certainly follow 
were hull underwriters free to disre- 
gard syndicate schedules. Every office 
may write as large hull lines as it de- 
sires. That matter does not conflict 
with the syndicate arrangement. The 
“plugging” of rates has absolutely re- 
stricted the possibiities of a cut rate 
warfare to two or three large compa- 
nies and a group of small ones outside 
the syndicates, and these have re- 
frained from embarking on any such 
campaign for risks. Stabilizing rates 
has been perhaps the second best ad- 
vantage derived from the syndicate 
movement; the foremost is the feeling 
of co-operation that has been engen- 
dered in the market. 


Futures of the Two Syndicates 


An interesting problem hinges on the 
question of the future courses the two 
underwriting syndicates will take. This 
article so far has devoted itself. entire- 
ly to a consideration of Syndicate C’s 
development for the reason that C alone 
reflects the unaided, and unrestricted 
action of the local hull market. Syndi- 
cate B functions automatically, secur- 
ing a certain percentage on every hul 
sold by the Shipping Board to private 
concerns on a partial payment plan. 
When the vessel is completely paid for, 
the owner is at liberty to insure it 
where he will, although the hope is 
that he may be so completely satisfied 
by the insurance protection afforded 
by Syndicate B that he will want to 
place his coverage later with Syndi- 
cate C. 

For several weeks last summer fol- 
lowing the opening of the syndicate 
offices, large amounts of insurance were 
written by Syndicate B. Foreign trade 
at that time had not begun to feel the 
real effects of the international finan- 
cial and industrial depression and many 
new shipping concern entered the mar- 
ket for Government steamers Ton- 
nage prices were not outrageously high, 
prospects for trade with certain coun- 
tries appeared especially attractive, 
and the Government terms were easy. 
This boom was of short duration, how- 
ever, as concerned the syndicate under- 
writers. Since October and November 
business has been literally dead. Not 
only that, but a certain number of 
steamers were withdrawn from active 
service owing to the lack of sufficient 
available cargo, and these _ vessels 
meanwhile cannot be classed among 
Syndicate B’s most attractive and po- 
tentia'ly profitable risks. 

In the course of time Syndicate B 
will disappear. When every Shipping 
Board vessel is sold or otherwise dis- 
posed of, the need for this organization 
of underwriting offices is past. Syndi- 
cate C, has every chance of maintain- 
ing its successful beginning providing 
the companies adhere rigorously to the 


agreements now in force. They appear | 


perfectly willing to work together in 
close co-operation, but were they re- 
luctant, they would remember that un- 
less the American companies voluntar- 
ily provide a local hull market with 
immense faci’ities for domestic ship- 
owners, the Government threatens to 
enter the marine insurance game itse!f. 
Having watched the results of Govern- 
ment operation during the war period, 
marine underwriters aren’t going to 
encourage further Federal inroads upon 
insurance, Aid through legislation 
benefiting both the syndicates and the 
individual companies is welcomed, -but 
beyond that limit the companies har- 
bor no frantic desire for Congress or 
the Shipping Board to encroach upon 
their rightful hunting grounds. 
Syndicate C was organized with the 
provision that admitted foreign compa- 
nies in toto. may participate in every 
risk to the extent of 33 1-3 per cent if 


they care to. So far, however, they have 
not availed themselves completely of 
this privilege and according to Mr. 
Brengle, the foreign companies are tak- 
ing now 25 per cent of the business, 
leaving the balance for the domestic 
corporations. 
Competition Prevents Monopoly 

All fears that Syndicate C will stifle 
competition for hull risks are unwar- 
ranted. The companies forming the 
pool are not combined for monopolistic 
or ulterior purposes as already pointed 
out. Competition aplenty exists. Not 
only are there American companies op- 
erating outside the syndicate, but the 
full strength of the foreign markets is 
opposed to us. The latter are awaken- 
ing to the inroads the syndicates have 
made upon their business, considered 
for several years as certain, and are 
considering the possibilities of launch- 
ing a sweeping offensive against these 
flagrant usurpers of their “rightful” 
sources of income. True it is that 
American hu'l risks have proven costly 
to European insurers since our entrance 
into the* war but the prospects of fu- 
ture profits are there, and those com- 
panies don’t intend to yield their hold, 
without a severe struggle, on this busi- 
ness they have fought so hard to con- 
trol. 

Just as totally unfounded and ridicu- 
lous are the contentions of some for- 
eigners that the syndicate companies 
will in time tend to tax ship-owners 
beyond the legitimate and fair cost of 
insurance protection. Nothing is im- 
possible, but if we consult history for 
the basis of our theory, we hardly be- 
lieve marine insurance will ever be- 
come a_ non-competitive business. 
Past events cast some shadows, at 
least, before them. To those best quali- 
fied to judge, the syndicates have fi'led 
successfully the principal purposes for 
which they were organized, and should 
continue to be an integral part of our 
foreign trade machinery. 

Companies in Syndicates 

Following is a list of the companies 
subscribing to Syndicates A, B and C 
with the percentages or amounts each 
takes on a single hull risk: 


Subscribers to Syndicates 


A, B and C Proportion 
PAOUTMR © Lose la oi eine 4 ces ppecie 3.—% 
Aserieeayel  s..ciccdiciccict hee 50% 
pe REA Oe Pe tee Pat ek oe 1.—% 
American Eagle .............-. 80% 
American Equitable .......... 50% 
TIN i. o.oo S84 ew ck eee 1.50% 
Rr ante Maieal:.. . <0 peeks. 5.—% 
Be Cary eee 1.50% 

hE od Pia 5 vallete's Slee a.2, 000 1.75% 
EP CLE TE OL oe 1.—% 
NIL, 3.5 5 bc tina's. 356 dpacetpns: Mean see 1.—% 
SOOMEIIOERL gi Ps keke Hess 5 1.80% 
OGG. 5 Rais inks Oi aees 2.50% 
Fidelity Phenix .............. 1.80% 
Fire Association of Philadelphia .50% 
Piveman’s PRBG. osc soc cce ope ss 4—% 
ED Said 6s bas ws 9 BGR 2008 1.50% 
SS CRP eae re 5.—% 
ND NL ic 0 rec ia dap ene 1.80% 
Globe & Rutgers .............. 10.—% 
Be Re ar 2—% 
PN 5.4 aloes ass cou nlc i ease . 80% 
DURGUD. ones naadeas 14sbs heade * 2.50% 
Home Fire and Marine....... 2.—% 
Sa Se RR Sete 2.—% 
Importers’ & Exporters’....... 50% 
Insurance Co. of North America 7.50% 
Merchants and Shippers.......  .25% 
Milwaukee Mechanics’ ........ 50% 
National Liberty ............. 50% 
National Union .............. 1—% 
New Hampshire .............. 50% 
POURMATE: oo eat ovite s 6s Heeenes 2--—-% 
PORTER UW ss eek oe cae eens 50% 
UE GOMOGE Sie on ob. Tee ee See 50% 
RIE Sak ey a eres Bear 1—% 
DOORS cae cardi ae sce aces 2.—% 
Providence Washington ....... 1—% 
St. Paul Fire and Marine...... 2.—% 
BOCUPILY on oc bi ea ee Crees dee 1—% 
*Springfied Fire and Marine.. 2.—% 
United States Fire............ Poet 

gage 3 


United States Lloyds......... 


1—% 


*Subscriber to Syndicates A and B only. 

A. Aetna Insurance Co. of Hartford, 
Conn., 20 per cent of remainder; 
B. Atlantic Mutual Insurance Co., 20 
per cent of remainder; C. Continental 
Insurance Co., 20 per cent of remain- 
der; D. Federal Insurance Co., 20 per 
cent of remainder; E. St. Paul Fire and 
Marine Insurance Co., 20 per cent of 
remainder. . 


Subscribers to Syndicate C 


The following list constitutes the ori- 
ginal allotment, foreign companies then 
taking only $500,000, or 20 per cent of 
a $2,500,000 risk: 

DRIAMGS® os Se ase ce es $18,750/500,000 
American and Foreign.. 20,000/500,000 


WVOBRCINOGROR. | uin.c cine neces ceeen 


British and Foreign..... 35,000/500,00€ 
Commercial Union ...... 25,000/500,000 
Commonwealth ......... 5,000/500,000 
ey ee pe BS See 2,500/590,000 
London & Scottish...... 10 000/500,000 
London Assurance ..... 18,750/500,000 
MES 2 5 o's Eek s Suion S400 18,750/500,000 
RS eee 6,750/500,000 


5,000/500,000 
4,500/500,000 


Mercantile of America.. 
Newark Fire .......... 


New Zealand .......... 10,000/500,000 
North British and Mer- 
IU io. 60 vino tn opine 10,000/500,000 


North ORIG | «05.5. ss:00% 2,500/500,000 
Norwegian Atlas ....... 40,000/500,000 
Norwich Union ........ 7,500/500 000 


Ocean Marine .......... 7,500/500,000 
ES 0 os sow X 0 4's swe an 13,500/500,000 
Queensland ............ 10,000/500,000 
MEE? C33 ca caddie p 6% m0 7,500/500,000 
rey Ss ++ 10,000/500,000 
ME i a as, o aieek ag a's Ka 15,750/500,000 
Scandinavian-American . .30,000/500,000 
Ba eR a ee: 18,750/500,000 
Second Russian ......... 20,000/500,000 
Skandinavia ........... 5 000/500,000 
Be ear ee 12,500/500,000 
Ee ears 4,500/500,000 


Thames and Mersey.... 17,500/500,000 
Tokio Marine and Fire.. 10,000/500,000 


Union Hispano ......... 25,000/500,000 
Union of Canton........ 12,500/500,000 
Union Marine .......... 20,000/500;000 
PO on sc cu sus ees 10,000/500,000 
DO OEE is cica ceed ean 10,000/500,000 


$500,000/500,000 





THE FLOATING MINE PERIL 


Discussing the floating mine peril 
“The Review” of London, says: 

We have on several occasions re- 
ferred to the fact that this marine 
danger is not yet entirely to be elimi- 
nated from underwriters’ calculations, 
and have given instances of casualties 
arising from this source to point the 
moral of our argument. It would ap- 
pear, however, that our views are not 
entirely shared by those whose busi- 
ness it is. to financially estimate this 
risk, for it seems*that a large fleet of 
Swedish steamers has recently been re- 
newed in ‘the London market at the 
same rate as that paid on the previous 
policy, but including this year the risk 
of: floating mines. This is tantamount 
to a reduction in the premium per cent, 
at any rate 5s per cent, and is a fine 
example of the policy of rate-cutting 
which is only too much in evidence at 
the present time. One journal which 
deals with shipping and cognate mat- 
ters says this represents a reduction of 
7 per cent of the rate. If this is so, 
the premium will be only 70s per cent, 
and it is difficult to conceive any for- 
eign fleet being covered at this rate 
except on t.l.o. or “f.p.a. absolutely” 
terms. The risk was started by Swedish 
underwriters, and the balance came on 
to the London market for completion. 
It is curious that two staid and respect- 
ed journals dealing with this incident 
should both remark that in order to 
obtain a share of the business London 
had perforce to follow suit—or words 
to that effect. We would prefer to put 
it in another way, viz., that in order to 
preserve their reputation for sanity and 
discrimination during these difficult 
times, London underwriters had “per- 
force” to pass the risk at the premium 
offered with the conditions attached. 


ee 
INTERNATIONAL CONFERENCE 


A suggestion was made in Denmark 
some time ago of the desirability fo, 
an International Conference to settle jp. 
ternational practice in various ingy,. 
ance matters. 


International insurance relations wer, 
put into the melting-pot by the war 
which stopped all communication }¢ 
tween the two most important partner, 
in the business, and as the compass of 
the war spread new companies had 3). 
most to be improvised to take over the 
business previously done by Germay 
companies, particularly in re-insuranee 
Concurrently, practice, again particy. 
larly in respect of re-insurance, became 
very casual and haphazard, but this was 
pardonable, or pardoned in the emerg. 
encies of the war, when “cover” was the 
first and essential desideratum. Now 
however, there is distinct need for, anj 
much advantage to be gained from, , 
comprehensive reviewal of the whole 
position, incidentally to keep the aq. 
vantage, as against German domination, 
which was secured by the violent dis. 
ruption caused by the war. 





DIRECT CLAIM UPHELD 





Assured May Collect From Company 
And Not Alone From His Broker 
British Court Holds 





‘Concerning the respective liability of 
British brokers and insurers for the di. 
rect payment of losses to the assured, a 
recent case settled in the King’s Bench 
Division before Justice Bailhache, is of 
interest. The assured’s vessel, covered 
by the Franco-British Marine Insurance 
Company, was damaged during a voy- 
age and-the assured filed a claim with 
the company for salvage charges, which 
the latter refused to pay, holding that 
the custom of the trade recognized the 
broker as liable to the assured for the 
payment of losses and that it, the com- 
pany, had credited, the broker’s account 
with the amount of the loss. Actually, 
the company had not forwarded any 
part of the sum to the brokers and as 
they were in liquidation the assured be- 
lieved it safer to deal directly with the 
insuring company. 

In reply to the defense of the 
Franco-British Marine the plaintiffs 
stated they had never heard of the cus. 
tom of having the assured deal only 
with his broker, and that were the cus. 
tem real it could not bind a party who 
did not know of its existence. The 
court held that the insurance company 
was not entitled to escape liability on 
the loss resulting admittedly from an 
insured peril, and rendered judgment 
for the amount claimed by the plain- 
tiffs with costs. 





SWISS TRANSPORT INSURANCE 
Transport insurance business in 
Switzerland is carried on by three En¢- 
lish, one Hungarian, twelve Germal, 
and six Swiss offices, and in 1917 their 
total premium income reached 40,678, 
673 fres. Their results for several 
years are shown in the following table: 
Premium Income 


Swiss Foreign Total 
Frcs. Fres. Fres. 
1908 ... 1,939,257 305,957 2,245,214 
1912 ... 2,799,595 597,103 3,396,698 


1916 ...21,422,629 4,023,331 52,445,960 
1917 ...31,312,087 9,366,586 40,678,673 








———— 


RECOVERIES FROM CARRIERS 
(Continued from page 14) 

dence that so many cases were shipped; 
the contents of same must be proven by 
the shipper. 

Affidavit of Consignee, stating what 
was received. 

Copy of Claim Bill Against Carrier. 

Copy of Letter transmitting claim t 
carrier as well as all correspondent? 
exchanged with carrier. — 

Copies of correspondence exchanged 
with consignee. 

Claimant should in all cases insist 
upon an acknowledgment by the carrier 
of his claim. 
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The American Bureau of Shipping 





By C. A. McAllister, Vice-President of the American Bureau 




















America’s Officially recognized classi- 
fication society begins the new year 
1921 under very auspicious circum- 
stances as it has now been placed upon 
a firm foundation both technically and 
fnancially. During the year 1920, due 
to the passage of the Jones Act, it ob- 
tained the official sanction of Congress, 
and all departments of the government 
are thereby directed to adopt it for all 
purposes for which a classification so- 
ciety is maintained. 


In the year just closed the Bureau 
classed a total of 3,472,143 gross tons of 
American built ships for the Shipping 
Board and for private ownership. Its 
forthcoming annual record will contain 
the names and data concerning 15,860 
vessels, 2,246 of which are classed by 
the Bureau. In point of tonnage of 
vessels classed it now ranks second 
only in importance of all the world’s 
classification societies. 


The Bureau pow has permanent ex- 
dusive agencies in all the important 
American seaports, and at all shipbuild- 
ing and ship material manufacturing 
centres in this country. Through its 
alliance with the British Corporation, 
the Registro Navale Italiano and the 
Imperial Marine Corporation of Japan, 


it has representatives in all the impor- 
tant seaports of the world. 


The Bureau’s Officials are now care- 
fully investigating the requirements of 
the American merchant marine abroad, 
from a classification standpoint, and it 
is its announced policy to establish ex- 
clusive agencies at the principal foreign 
ports where conditions warrant it. With 
this in view, exclusive surveyors have 
already been assigned to the ports of 
Hamburg, Germany; Antwerp, Belgium; 
Havre and Bordeaux, France; Rio de 
Janeiro, Brazil; Havana, Cuba; and 
Tampico, Mexico. Other exclusive sur- 
veyors will be assigned to foreign ports 
as rapidly as consistent with the de- 
mands. At all the ports abroad, the ex- 
clusive surveyors are American citi- 
zens, experienced in survey work at 
home, and wherever practicable are 
able to speak the language of the coun- 
try to which they are assigned. An ex- 
clusive surveyor has also been detailed 
to the port of San Juan, Porto Rico. 


During the past year the technical ex- 
perts of the Bureau, have in consulta- 
tion with the recognized leading in- 
ternal combustion engineers of the 
country, thoroughly revised and mod- 
ernized its rules for internal combustion 
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1-3 South William Street 








marine engines, thus anticipating the 
building of many vessels equipped with 
this economical type of propulsion. 

The vast fleet of river and harbor 
craft in this country has had, so far as 
classification is concerned, but little at- 
tention given to it. Acting on the ad- 
vice of leading marine underwriters, 
the Bureau now has under consideration 
the preparation of some special rules 
applicable to these types of vessels, and 
intends to devote considerable attention 
to the development of classification for 
the many floating craft coming under 
this designation. 

On account of the demand for reliable 
information from an American source, 
such as a classification society has the 
means for collecting, the American 
Bureau will, beginning with the current 
month, issue bi-monthly hereafter, its 
“Bulletin.” It is hoped to make this 
publication of real value to under- 
writers and others interested in marine 
insurance, to ship operators, shipbuild- 
ers and in fact all Americans interested 
in the upbuilding and maintenance of 
our American merchant marine. To all 
such persons this Bulletin will be 
mailed without charge, upon application 
to the head office of the Bureau at 66 


‘ Beaver Street, New York City. 





CUNARD’S GROSS SHIPPING 
(By Cross-Atlantic) 

London, Jan. 25—The announcement 
that the Cunard Steamship Company, 
Ltd., is about to issue £4,000,000 Seven 
per cent Debentures is naturally creat- 
ing considerable interest in financial 
circles. But it has far wider impor- 
tance. It is causing a stir in America, 
where it is regarded as a sign of the 


recovery on this side of the Atlantic of 
the pre-war supremacy enjoyed by 
British shipping. 

At the present moment the Cunard 
and its allied lines have in commission 
no less than 674,368 tons gross of ship- 
ping. Vessels now building and due for 
delivery before the end of 1922 will 
bring the total to the huge figure of 
1,018,368 tons gross. 

The Aquitania is 45,647 tons gross, 
but the more modern tendency seems to 
be to build vessels below that mam- 
moth standard. The new vessels now 
building are either 21,500 tons or 15,000 
tons. The ‘oil-driven Albania, which 
makes her maiden voyage on the 15th 
of this month, is 12,767 tons. 

A memory of the ill-fated Lusitania 
echoes in the prospectus which will 
shortly be issued. It appears that the 
Government advanced £2,600,000 to the 
Cunard Company towards the cost of 
the building of the Mauretania and the 
Lusitania. Of this sum £1,690,000 has 
been repaid, and the balance will be 
cleared off by annual payments of 


. £130,000. 





COVERING LAID-UP STEAMERS 

Some doubt as to the wisdom of 
British underwriters covering laid-up 
vessels at a low insured value is being 
expressed generally in the insurance 
and shipping press. The underwriters 
have nothing to gain and everything to 
lose by allowing owners to reduce arbi- 
trari’y the value of their steamers when 
not in use. In cases of total losses only 
may the insurance companies save 
funds, and these are extremely rare 
under port covers. However, the possi- 
bility of particular average losses re- 
mains great and with a decreased pre- 
mium the loss ratio becomes propor- 
tionately larger. Until particular av- 
erage claims decrease in number under- 
writers should hesitate to permit ves- 
sel owners to cover their boats at ab- 
normally low values. 
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Marine and Inland Insurance 


Yachts, Automobiles, Registered Mail, Cotton Marine, 
Tourist Floaters, Jewelry Floaters, Fine Arts Policies 





UNITED STATES LLOYDS, Inc., of New York 
INDEMNITY MUTUAL MARINE ASSURANCE CO., Ltd., of London 


ROYAL EXCHANGE ASSURANCE, of London 

(Marine Department) 

TOKIO MARINE INSURANCE CO., Ltd., of Tokio, Japan 

(United States Marine Branch) 

UNITED STATES FIRE INSURANCE CO., of New York 
(Marine Department) 

AGRICULTURAL INSURANCE CO., of Watertown, N. Y. 
(Marine Department) 

FIRE ASSOCIATION OF PHILADELPHIA, of Philadelphia, Pa. 

(Marine Department) 


MILWAUKEE MECHANICS’ INSURANCE CO., of Milwaukee, Wis. 
(Marine Department) 


LONDON & SCOTTISH ASSURANCE CORPORATION, Ltd. 
(United States Mariné Branch) 





Certificates of Insurance 








ATTORNEY 








Made Payable in principal cities in England and Continent of Europe, 
South Africa, China, Japan, Australia, New Zealand, Cuba, Etc. 


APPLETON & COX, INC. 


New York City. 
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Registered Mail Insurance 











By Vincent L. Gallagher, of the American Eagle, Continental 
and Fidelity-Phenix 























Registered mail insurance is the cov- 
erage of currency and securities for 
banks and bankers while in transit as 
registered mail. Policies usually cover 
all loss whether by theft,. fire or plain 
“non-delivery” including riot and civil 
commotion, although this latter feature 
is not universal. The shipper is re- 


» quired to seal his package with wax, 


deposit it in the post-office as regis- 
tered mail, and request a return receipt. 

The volume of registered mail busi- 
ness is astonishing to the uninitiated. 
There are several New York City banks 


competition has lowered rates and de- 
moralized mail service has produced 
heavy losses until today there is very 
little, if any, profit left. Rates are 
quoted in “cents per thousand” and 
vary from three cents for short ship- 
ments of securities between big cities 
to fifty cents for long shipments be- 
tween small towns. Each policyholder 
is given a schedule of rates showing 
just how much it costs him to any 
State. Currency rates are from fifty 
to one hundred per cent higher than 
security rates because, of course, that 


currency cannot be replaced while se- 
curities usually can be. Rates as they 
stand today are ridiculously low and 
it is hoped that conditions will improve 
in this regard. 

Some Serious Losses 

The recent train robbery in Omaha 
and the Pullman Company payro'l theft 
in Chicago both produced serious losses 
to registered mail writing companies. 
Very few packages of securities or cur- 
rency are shipped by registered mail 
without insurance. 

For agents or brokers this is a most 
satisfactory form of insurance because 
after the policy has once been placed, 
the Company does all the work—even 
to collecting the premiums and remits 
the commission to the agent. It is just 
one more “side line” for the progres- 
sive agent to use in filling the gap in 
premium income caused by falling 
values. 
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that will ship in a year by registered 
mail as much as two hundred million 
of dollars in currency and securities 
for themse:ves and their customers. It 
is easy to understand that a registered 
mail account of this magnitude is in- 
deed valuable. The accounts in smal- 
ler cities are, of course, much smaller 
but nevertheless, there is a world of 
this class of business for the active 
city agent to have. 


Method of Handling Business 


The usual method of handling regis- 
tered mail business is to furnish the 
bank or banker with an open policy, 
which sets forth the coverage, the re- 
quirements and the usual policy condi- 
tions. It is written, however, for an 
open amount and an open premium and 
sometimes for an indeterminate term. 
In addition to the policy the banker is 
given a book of “declarations,” which 
are a memorandum of shipment inc ud- 
ing the class of the shipment (currency, 
bonds, stock, certificates, coupons or 
notes), the destination, the amount, 
rate and premium. This declaration is 
signed by the clerk who wraps up the 
package and by the one who takes it 
to the post-office, and mailed to the 
Company on the day the shipment is 
made. Bills for premiums are usually 


submitted once a month for payment. 

In years past registered mail busi- 
ness has produced a good profit, many 
companies writing the class having a 
loss ratio as low as 20 and 25 per cent. 
Within the past two years, however, 
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During the period of the war export 
coal shipments were confined to sailing 
vessels destined to the West Indies and 
South American countries. Large quan- 
tities of inferior grades of coal were 
shipped to South American countries 
on account of the great shortage of this 
commodity. Screenings were used as 
stiffening and the consequences were 
that a great many vessels arrived at 
their ports of destination with cargoes 
heated. A great many put into ports 
in distress, incurring heavy general av- 
erage expense, and underwriters were 
called upon to pay heavy claims for 
damage to coal through heating. 

As most of the insurance was placed 
subject to F. P. A. BE. C. condit*ons, 
underwriters contested the claims and 
cases are now in court to determine 
whether the underwriters were liable 
for losses of this character under F. P. 
A. E. C. insurance. 


Situation in France and Scandinavian 
Countries 

Immediately after the signing of the 
Armistice the coal shortage of Europe 
was felt in this country, and large con- 
tracts were consummated for shipments 
of coal to be delivered to Scandinavian 
countries, Holland, France, Spain and 
Italy, at prices running from $20 to $30 
a ton or over. The French Government 
had special representatives over here to 
negotiate some very large contracts at 
very fancy prices. The situation in 
France today is such that there is not 
a shortage of coal, but there is a sur- 
plus and the shippers in the United 
States now have legal representatives 
in France trying to get them to live up 
to the contracts entered into. 

The price of coal in Scandinavian 
countries, on account of the large pro- 
duction of coal in Germany since the 
Armistice, has declined so much in 
price that a great many consignees are 
refusing to accept the coal and the 
steamship owners are selling the coal to 


cover their freight and charges. This 
leaves a very unhealthy state of af- 
fairs for underwriters who insure these 
shipments. The contract price is large- 
ly in excess of the market price and 
when a vessel puts into port in distress, 
short of her destination, all parties in- 
terested try to sell the cargoes to the 
underwriters. The shippers drafts are 
being dishonored and in consequence of 
which he will be without funds to pay 
the insurance premium, but in the event 
of a total loss, some innocent holder 
of the certificate of insurance will call 
upon the underwriters to pay the face 
of the certificate and there is no legal 
way to avoid company’s obligations 
under such certificates of insurance for 
non-payment of premiums. 


Numerous ‘losses have already been 
paid by maripe underwriters on full car- 
goes of coal, which have been lost dur- 
ing the past two years. At the present 
time, there is a Spanish steamer called 
the “Yute” which sailed from Baltimore 
on November 14th, was spoken in dis- 
tress November 17th, southeast of Cape 
May and since has not been heard from. 
This vessel was undoubtedly a total loss 
and some underwriting office in the 
City of New York in the near future 
will be called upon to pay at least $160,- 
000 for the value of this cargo and/or 
her prepaid freight. 

Coal As Bunkers 
‘On account of the scarcity of coal 
during the war period, steamship lines 
had to carry coal for round trips on a 
great many voyages. The result was 
that the bottom tiers of coal remained 
in the coal bunkers for a great length 
of time, and the result was that a great 
many cases had been reported in the 
last two years of fires in bunkers, 
which have communicated to an ad- 
joining cargo hold and caused under- 
writers heavy general average expenses, 
as well as heavy damages for loss of 
cargoes. One of the most serious losses 


of this kind in the year 1919 was op 
the Lamport & Holt Line, steamship 
“Tennyson,” which put into Barbados 
and had to be beached. The vessel hag 
a very valuable cargo of coffee, hides 
and other Brazilian products. The gep. 
eral average statement is about to be 
completed and the average will run 
somewhere between forty and fifty per 
cent. 


Just before the close of last year’s 
business, underwriters on the Street re. 
ceived cable advices that the S.S. “Syd. 
dons” of the same line had a fire in her 
bunkers, after leaving Santos and was 
compelled to put into Bahia and the veg. 
sel was beached to extinguish the fire 
in her bunkers, which had communicat- 
ed to an adjoining cargo hold. The 
vessel has since been floated and fires 
extinguished, and marine underwriters 
hope that the damage in this case will 
not be as extensive as in the “Tenny.- 
son” case, iq! 

“Black Diamonds,” as coal is usually 
called, has been the source of a great 
deal of profit in the past four years to 
speculators in this product and distribu- 
tors, but as far as marine underwriters 
are concerned, it has been the source 
and cause of some very heavy losses 
and the matter of insuring coal and the 
use’ of same for bunkers must receive 
some consideration before losses of the 
past can be eliminated in the future. If 
not, history will repeat itself. 

COAL DUST. 








JONES LOSS STORY 
(Continued from page 11) 
some cases to the fact that while the 
American merchant marine has grown 
lately with extreme rapidity, it has not 
been possible for a sufficient number of 
seamen to acquire the requisite exper 
ience in a similar length of time to 
poperly master and man the new fleet. 

The relation of the adjustment and 
settlement of losses to the general out- 
look for marine insurance is, of course, 
obvious. It is only when a loss occurs 
that the interpretation of the clauses 
and wording of the insurance contract 
begins. A shipowner or a merchant 
takes out an insurance policy to indem- 
nify himself against losses, and it is in 
its handling of these losses that any 
insurance market is judged. If, there 
fore, the American market is to take its 
proper place in the world scheme of 
commerce, it is essential that a system 
of proper practice be built up. So long 
as a contract of marine insurance in an 
American company is the subject for 4 
battle of wits between, on the one hand, 
the shipowner and his adjuster, and on 
the other the company, the outlook is 
not altogether free from clouds. 

American companies must make 
money in order to stay in business, and 
assureds must obtain the same protec 
tion that can be obtained elsewhere. 
Both of these essential ends can be 
attained by, in a large measure, 4 
proper viewing of the interpretation of 
the policy by both parties to it,—by the 
shipowner and adjuster for their part 
not regarding underwriters as cust? 
dians of a fund upon which they cab 
draw, under more or less specious ¢© 
cuses, for the upkeep and maintenance 
of their vessels; and by underwriters 
for their part not losing sight of the 
main principle that their policies are 
issued to the assured for protection. 

These. are the lines along which the 
English market has been built up, and 
if, one day, we are to have an Americal 
market of the same standing and st* 
bility, it will be found that these are the 
lines along which we, too, must work 
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Assets January Ist, 1921 Surplus to Policyholders 
$42,765,374.55 $12,061,311.89 


l 


| 





a 
wae 





in 


i) 
| 


E. C. JAMESON - : - President 


I 


| 
| 


"nT 





LYMAN CANDEE : - Vice-President W. H. PAULISON : 

J. H. MULVEHILL - - - Secretary A. H. WITTHOHN : : 
W. L. LINDSAY - . - Secretary J. D. LESTER’ - . ‘ 
M. J. VOLKMANN - - Local Secretary G. C. OWENS - 


== 
= 
= 
=— 
—=——— 
= 
=—=—— 
—— 
=—=—— 
—=—— 
= 
== 
— 
= 
= 
=— 
= 
= 
= 
—_ 
——S 
= 
= 
= 
= 
-——= 
= 
= 
= 
= 
= 
—=> 
== 
——— 
|} 
= 
= 
_———— 
—— 
—=== 
;—————4 
=——= 
=—=—= 
—= 
—=—== 
——— 
—=—= 
= 
=—— 
——— 
SS 
——| 
=— 
=—=— 
== 
=— 
== 
=—S=== 
= 
—! 
—=— 
== 
=— 
=— 
—S—— 
SS 
=—= 
—= 
=—=—== 
=—st 
=== 
= 
—=—=— 
=— 
=— 
=—=— 
—=—=——!} 
=— 
==} 
—! 
—— 
===! 
= 
-———— 
—S}S 
—=— 
-———> 
=—— 
=— 
= 
= 
=— 
=== 
=S= 
—— 
=—=—— 
=—! 
=—=—— 
=—=—! 
=—=— 
=— 
—=——} 
=—=— 
== 
— 
—S== 
=S— 
=—=—! 
=—=— 
= 
—=—S= 
=—=—!} 
=—=— 
=—=— 
=—! 
=— 
=—=— 
=—! 
=—_— 
=—— 
=—_ 
—=—=— 
= 
=— 
=—=— 
=—=—=— 
— 
=—=— 
— 
=— 
=—— 
=—=—— 
=— 
=— 
=—— 
=— 
=—_ 
=—— 
=—— 
=—— 
=—— 
== 
== 
>> 


L 


SARIS ena NN en eal 


ul 








a 24 MARINE INSURANCE EDITION—THE EASTERN UNDERWRITER February 11, 192) 





of a 

















| Sell 
| ’ » il 
the Hartford's Tee 
Effective Insurance go 
a “4 s 
for Shippers of Merchandise me 
i heate 
‘ . . . WRITTI 
T ALL TIMES, there is an inconceivable volume of mer- - 
a . . : > eae ° ame 
I chandise moving between points of initial shipment to Steel ( 
| points of final destination, which can be covered by in- 
surance against the risk of fire, navigation and transportation a 
in the custody of any common carrier by land or water, and also oo, 
against loss caused by fire, collision and upset when being trans- ule of 
e Company 
ported by automobile. presiden' 
, The w! 
Therefore Hartford Merchandise in Transit Insurance has eainn 
a big, receptive market always open, always aware of its need. ane 
Here is your opportunity to make more money. Seek out the seven ye: 
. ° . Mr. Fr 
jobbers, manufacturers and merchants in your locality; show a arth 
helpful understanding of their insurance needs; and explain how “gh 
your personal service combined with the protective service writ- ann. 
ten into Hartford insurance means prompt, satisfactory settle- whose ins 
M readily a 
ment in case of loss. ‘age 
if proper! 
You can supply Hartford policies covering single shipments om 
or all shipments made during the term of a year. Open policies a" 
are also issued covering both inland transportation and ocean men, Du 
. . . . stock com 
voyages to practically any destination in the world. sahioata 
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